


AMERICA’S GREATEST FINANCIAL PUBLICATION 


\@M AGAZINE 
SWALLSTREET 


Vol. 20 AUGUST 18, 1917 No. 10 


Sherwood Aldrich on Copper Investments 
RAY CONSOLIDATED’S PRESIDENT MAKES SOME STRIKING OBSERVATIONS 


By Barnard Powers 


Unusual Opportunities for the Small Investor 


BARGAINS IN HUNDRED DOLLAR BONDS 
By Irvin Gillis 


The Boom in Wyoming Oils 
IMPORTANT RECENT DEVELOPMENTS AND PROSPECTS 
By John D. Blake 


Southern Pacifie’s Strong Position 


ITS LARGE EARNINGS AND LARGER EQUITIES 
By Fred L. Kurr 


Philadelphia Company Position of the Market 
Organizing the Investor Railroad Rates and Rebates 
Should Business Men Speculate? Fed. Smelting—A Dying Mine 
Ind. Alcohol’s Sensational Earnings Bargain Indicater on Industrials 





Unlisted Munition Stocks with Prospects—Edward Knight 











Per Copy 25c. Per Year $5 





THE MAGAZINE OF WALL STREET 











FILOR, BULLARD 
SMYTH 


— MEMBERS —— —_—— 


New York Stock Exchange 


Investment Securities 


We invite 
your inquiry 


Telephone Rector 8300 
61 BROADWAY 
NEW YORK 











We reccommend for 
investment 


Indiana Power 


& Water Co. 


First Mortgage 
6% Bonds 
Replacement value estimated 
by Engineers at $1,360,125 
against which only $778,500 of 
bonds are outstanding. 
Net Earnings equal to over 
twice the interest on bonds. 
Price to Yield 
6% 
illustrated booklet 
detailed circular. 


MARSHALL. & COMPANY 


BANKERS 
SEVENTY STATE STREET, BOSTON. 


Send for and 














Please mention MaGazine oF Watt StrREEt when writing 


An Investigated Investment 


Manicipal Bond 
Yielding 4.80% 


With the following salient features: 

A high grade community with a 
population of 25,000. 

Located in the fourth richest State 
in the country. 

The issue is for water works and 
matures serially. The tax is unlim- 
ited. 

The legality is approved by Messrs. 
Dillon, Thomson & Clay and Messrs. 
Caldwell & Masslich. 

Principal and Interest payable at 
the U. S. Mortgage & Trust Com- 
pany, New York City. 

Write for circular B-78 


William 2. Qmpton (0. 
Municipal Bonds 


Over a Quarter Century in this Business 


14 Wall Street, New York 
St. Louis Cincinnati 
Chicago Pittsburgh 


FApannnsnnnnannnnnrvsnnngnnnnnvansengesensosevevvocesvveveeny 





zr 











100 Share Lots 
Odd Lots 


Complete facilities for 
dealing in listed stocks 


Partial Payments 
or Margin 


Ask for our Odd 
Lot Booklet T-28 


HARTSHORNE 
AND 
PICABIA 
Members, N. Y. Stock Exchange 


7 Wall St. New York 
Tel. 4590 Rector 











PLEASE MENTION THE MAGAZINE OF WALL STREET WHEN WRITING. 








































MAGAZINE 
oWALLSIR 


AMERICA’S GREATEST FINANCIAL PUBLICATION 
Copyright, 1917, by The Ticker Publishing Co. 





Vol. 20 AUGUST 18, 1917 No. 10 


THE OUTLOOK 








Progress in Price Fixing—Turning the Corner in Profits— 
Effect of the Crop Outlookh—Money Market and Govern- 
ment Financing—The Market Prospect 





affecting price control has been passed. Beginning September 1 
Mr. Hoover will have power, under the President’s supervision, 
to fix prices on “foods, feed, fuel, including fuel oil and natural 
gas, fertilizer and fertilizer ingredients, tools, utensils, imple- 
ments, machinery and equipment required for the actual produc- 
tion of foods, feed and fuel.” And the President may license all 
businesses relating to importation, manufacture, storage, mining, 
or distribution of foods, feed, fuels, and other articles enumerated. 

Undoubtedly more than‘half of the commodities bought and sold in this 
country are directly or indirectly included in the above list, but it will be a 
physical impossibility for Mr. Hoover to prescribe prices for all of them. He 
will confine his efforts to those where price-regulation appears to be most 
urgently needed. 

The extraordinary breadth of the powers thus lodged in the President is, 
of course, warranted only by war. It is to be hoped that they will be used 
with moderation, for if prices are set too low the result will be an early fall- 
ing off in production. Even the fact that some of these articles are subjected 
to such broad control will inevitably cause capital seeking investment to look 
toward uncontrolled industries, if such can be found. 

The extraordinary and practically unlimited demand for many commodi- 
ties resulting from the war has made price regulation necessary, but it is a 
heroic remedy and must be used with caution. Tampering with the economic 
machinery is a dangerous game and often bri=.gs some unexpected afterclap. 


Further Price Fixing Still Delayed 


HE first price-regulating efforts will be directed toward wheat and flour— 
manifestly the most important point. It‘is to be borne in mind that the 
minimum price of $2.00 a bushel for wheat does not apply to the pres- 
ent harvest but to that of 1918. The 1917 price remains to be estab- 

lished. In the main, the administration is certainly right in its-statement that 

the ordinary price-fixing machinery for wheat and flour has practically broken 
down under the strain of the war. 

As to steel, copper, oil and -fuel—the commodities having the most direct 
relation to those companies in whose stocks investors take the greatest interest— 
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no definite price-fixing action has yet been taken and at this writing there is 
no telling ie the uncertainty will be removed. While every one appreciates 
the difficulty of the task, the general feeling is that almost any fairly intelligent 
action would be better than prolonged uncertainty. Even if the first prices 
fixed should have to be changed after further investigation, that would be no 
more than is always happening when prices are controlled by demand and 
supply. 

PPS far we have only the President’s statement that he favors “just profits” 
and the same prices to bothsgovernments and private consumers. There is 


naturally a very wide variation of opinion as to what would constitute “just 
profits.” But in view of the fact that the excess profit tax is to be depended 
upon for such a large part of the Government’s war revenue, it is not likely 
that prices will be fixed so low as to eliminate the basis for that tax; and it is 
also to be borne in mind that prices will have to be put high enough to permit 
profitable production by those companies whose costs are the highest, as other- 
wise price-fixing would result in reducing the total production of the country. 


Peace Profit Basis Impossible 


prices were to be fixed only on Government orders—for ourselves and 

our allies—they might conceivably be arranged on a different basis 

for companies have various costs of production, but if the same prices 

are also to apply on private orders, as the President desires, they must 
necessarily have a uniform basis for all companies; for it would be impossible 
for the Government, in addition to all its other responsibilities, to undertake the 
handling, distribution and priority of private orders. 

It is evident, therefore, that war profits cannot be reduced to a peace basis 
by price fixing. To that extent the outlook for our leading industrial corpora- 
tions is encouraging. 

Moreover, most companies already have on hand big orders taken at high 
prices. The unfilled orders of the U. S. Steel Corporation, for example, rep- 
resent its full capacity for about eight months ahead, while some of the equip- 
ment companies are booked up for a year or more. j 


The Corner Being Turned 


the other hand, there can be very little doubt that frem this time 
forward industrial profits will be likely to show a decreasing tendency. 
Whatever the prices to be fixed for iron, steel, coke, coal, ete., they 
~” must be lower than the present absurd quotations, which really repre- 
sent but a small volume of business placed. 

Even if future prices should be as high as the average for the orders now 
on the various companies’. books—and that average is of course much below 
present quotations—profits are likely to be smaller because of the steady rise 
in costs. It would be impossible for the Government, even if disposed to try, 
to fix all the prices which enter into a corporation’s costs of production. 

The Studebaker company has already recognized this situation by reducing 
the dividend on its common stock from 10 to 4 per cent. The automobile manu- 
facturing end of this company’s business is now operating at only two-thirds 
ST the company has been forced to raise the price of its 
cars, which will not tend to increase the demand. 


Effect of the Crop Outlook 


prospect for 200,000,000 bushels more corn than ever raised before. 
more than offsets the small wheat crop, which is about 25 per cent. 
below normal. Potatoes and beans will set new records, which is 

= cheering news to the spud-famished populace. 
While the consumption of corn instead of wheat makes little progress in 
the centers’ of population, it ‘will prove an element in the situation through 
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the South and in some other farming sections, Eating corn bread during the 
war should be one of the easiest of patriotic acts, but customs are slow to change. 

In general, the crop outlook guarantees good business for the railroads. 
It is a question whether the Railroad War Board can mobilize the roads’ facili- 
ties efficiently enough to handle the crops this fall without congestion. 


Money and Government Financing 
HERE is a general expectation that the remainder of the Liberty Loan 
will be offered at the same rate as before, 344 per cent., but that a 
higher rate will be authorized on future loans. Washington, however, 
has apparently reached no definite decision on these points but is 
awaiting the development of events. 

With the Government in the money market for such tremendous sums, 
private corporations naturally have little chance for long term financing. Short 
term notes are being generally relied upon where financing of some sort is 
unavoidable, and recent offerings give a very attractive interest return. 

The big changes from week to week in the reserves of New York banks are 
for the most part the result of Government operations and therefore attract 
little attention, since the Federal Reserve Board has the situation under such 
immediate control. Any early changes in the general plane of money rates will 
be upward, but doubtless the Board will be in a position to prevent any con- 
siderable rise. 

As a result of entering the war, there has been a steady growth in our 
exports of gold. In April they were only $17,000,000, in May $58,000,000 and 
in June $67,000,000. Most of this gold is going to Japan and to Spain, as a 
natural result of our trade with those countries. Britain and France, on the 
other hand, have sent us enough gold to keep the monthly balance in our favor 
except for May, when exports exceeded imports by about $5,000,000. 

For the six months ended June 30 our net gold imports were $275,000,000; 
for the year 1916 $530,000,000; and for 1915, $420,000,000—so the present ex- 
ports are viewed with equanimity. At the same time the big credit expansion 
accompanying the war will utilize even our present tremendous stock of gold. 


The Rails 
Cs) 


WING to the record-breaking gross business being hauled and in some 
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degree to the more efficient use of equipment resulting from control 
by the War Board and to the discontinuance of passenger trains, 
railway net income is equalling that of 1916 and must therefore be 
considered fairly satisfactory, even thou ch ji it is not sufficient to attract the capi- 
tal needed for expansion and for additions to equipment. Just at present t i 
Government needs the capital anyway, and our equipment companies afte so 
loaded with war orders that they could hardly do more work for American 
roads at any. price. 

The market for railroad stocks has fallen into a singular state of suspended 
animation. Every one recognizes the fact that these stocks are low compared 
with earnings, but other demands for capital prevent investment funds from 
flowing into the rails, and there is nothing in sight to arouse speculative en- 
thusiasm in that section of the market. 


The Market Prospect 


HE announcement that the Pope has outlined specific peace proposals 
to all belligerents, which comes as we are going to press, gives a wholly 
changed aspect to the market. If these proposals are given serious 
consideration they are likely to depress the market. 

It will be useless to look for advancing prices as long as such influences are 
at work, except in those issues which will benefit directly through the cessation 
of hostilities. “~ August 14, 1917. 
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LITTLE TALKS WITH BIG MEN 





Copper Costs and the Copper Investor 


The President of Ray Consolidated Makes Some Important 
Observations — The Fallacy of Operating Costs — 
Return on Inyested Funds Over a Period of Years— 


Government Taxation 





By BARNARD POWERS 





HETHER one is primarily in- 
terested in mining or individ- 
uals depends upon whether one 
will find more interesting the 
remarkable tale of the discovery and de- 
velopment of the Ray Consolidated Cop- 
per Co., or the no less remarkable account 
of the career of its president, Mr. Sher- 
wood Aldrich. . 

The story of Ray Consolidated, which 
started as a colossal failure and grew 
into a tremendous success, was told by 
the writer in the October 30, 1915, issue 
of THe MAGAZINE OF WALL STREET, 
but the life Story of its president has 
never been told in accurate detail. Like 
the evolution of Ray Consolidated, it is 
an account of apparent failure converted 
to brilliant success. 

Turn back the pages of time a quarter 
of a century and picture, if you can, a 
young man in his early twenties, with 
the slimmest of funds and no prospects, 
leaving behind him the city of New York, 
obliged to abandon his chosen career of 
law, in which he had made an auspicious 
start, in order to seek to restore his shat- 
tered health in the less harsh climates of 
the West. Picture him gazing out into 
the black night as his train rushed along, 
knowing that his years of preparatory 
study and labor had been discounted at 
one fell swoop by the pencil of Fate, and 
wondering if the future held anything— 
even life—in store. 

“When I looked out upon the flat 
prairies of Kansas and Oklahoma they 
seemed the dreariest stretches of country 
I had ever seen,” he said in later years. 
“And at one time the feeling of home- 
sickness became so great that I almost 






decided to turn back and return to New 


York, if I only lived six months longer.” 
Almost,—but not quite. 
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Turn the wheel of years again until it 
reaches 1917, and visualize that same boy, 
now grown to manhood, abounding in 
health, the head of a mining corporation 
which will soon produce more than 100,- 
000,000 pounds of copper per annum, and 
picture him affable, successful, rich, mov- 
ing in the best social circles, blessed with 
a host of friends—and you have in a 
nutshell the story of the career of Sher- 
wood Aldrich. 

The secret of his success, I believe, is 
to be found in the maxim “Do things and 
do them well.” Although a born and 
bred Easterner, young Aldrich when he 
arrived in Colorado Springs, at once 
started to recover his health and learn 
the West. In six months’ time he never 
would have known that his health had 
been impaired, and the way he learned 
the West is best expressed by the suc- 
cess he achieved “out yonder.” 

When he reached his Western destina- 
tion he held, according to his own state- 
ments, the belief still in vogue in the 
East, that all mining was of the “gold 
brick” variety. But he quickly perceived 
that the big future for the young man 
lay in the mining game. And he tackled 
the study of mining with the same fierce 
concentration that he had applied to his 
law books and bided his time and 
watched his opportunities. He watched 
so well that before long he was dealing 
in mining properties on a large and suc- 
cessful scale. Nothing stirred in the 
Cripple Creek district of which he was 
not instantly appraised, and soon 
Aldrich and his associates became known 
as exceedingly shrewd judges of mining 
and mining properties. When the 
“porphyry” theory of mining began to 
attract notice Mr. Aldrich was one of 
the first to realize its soundness and pos- 
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sibilities. 

Of that coterie who became multimil- 
lionaires with the ascendency of the 
porphyry-coppers — Jackling, MacNeili, 
Aldrich, Penrose, Shove and others— 
most of them are alive to-day, and most 
of them are comparatively young men, as 
the world reckons ages. 

The president of the Ray Consolidated 
Copper Co., which ranks among the first 
ten of the world’s largest producers of 
copper, is not an exponent of personal 
publicity. Rarely does his name appear 
in the public prints, still more rarely 
does he speak for publication, and I 
doubt if one reader of THE MAGAZINE OF 
Watt Street, out of a hundred, has 
ever seen his published photograph. 
Although I have known Mr. Aldrich for 
nearly ten years, this is the first time I 
have ever published an interview with 
him, and I strongly suspect that I ob- 
tained his reluctant consent to allow me 
to print what he said only on purely 
personal grounds. He is the kind of 


man who prefers to say “Yes” to the 
“other fellow,” when it is possible for 
him to take the affirmative side, and he 
is willing to concede a great deal in the 
matter of personal preference in order 
to take that side. 


Our interview took place in his 
spacious office, the largest of a magnifi- 
cent suite at 25 Broad Street, eight floors 
above the street level, and looking out 
over the New York Curb Market. Al- 
though he has spent fourteen years in the 
West, Mr. Aldrich is essentially Eastern, 
quiet spoken, using the most perfect 
English and scrupuously courteous at all 
times; in fact, there is nothing about 
his demeanor or utterances to indicate 
that he has ever been west of the. Mis- 
sissippi. “Urban” is a word that de- 
scribes him to a nicety, but his height 
and powerful frame give the appear- 
ance of great vitality, and I am reliably 
informed that certain hard-fisted citizens 
in the mining camps, who attempted to 
take advantage of this soft-spoken East- 
erner, had occasion to repent of their 
temerity. As an entering wedge to our 
conversation, I asked Mr. Aldrich what 
was the most important feature in the 
present copper situation, and he answered 
without an instant’s hesitation: 


Copper Costs 


“One of the most interesting as well 
as important factors in the present situ- 
ation, and one that has received com- 
paratively little attention, is the matter 
of copper costs.” Apparently Ray Con- 
solidated’s president has given consider- 
able attention to this subject, for he 
spoke rapidly and with the greatest 
emphasis as he continued: 

“There exists a wholly erroneous con- 
ception in the minds of investors and 
the public on the matter of the costs 
of producing copper and the profits re- 
sulting to the producers from the sales 
of copper at present prices. It is the 
general belief that the producers are 
making fabulous profits, while as a 
matter of fact they are doing nothing of 
the kind. 

“Perhaps the blame for this miscon- 
ception is due in part to the producers 
themselves, for they have always stated 
as production costs what should be clas- 
sified as operating costs. There is no 
use looking at a part of the costs when 
one is considering the general subject of 
costs. I believe that the real cost of 
producing copper in the United States 
to-day is, on the average, in excess of 
14 cents per pound, for there must be 
added to the operating cost the depletion 
charge for each pound taken from the 
ground as well as the charge against it 
for its proportionate share of the enorm- 
ous construction and equipment plants, 
considerable portions of which become 
obsolete at frequent intervals, and all of 
which is reduced to merely scrap value 
at the end of the life of the mine. There 
must further be added the exceedingly 
high tax charges which have been levied 
and which are rapidly increasing. 

Average Selling Price 

“Now, let us look at copper from the 
investor’s and long-range viewpoint. 
The average price of copper for the 
twenty years which preceded the war 
was between 14 and 15 cents per pound. 
I am of the opinion that 90 per cent 
of investors who hold copper stocks to- 
day paid approximately the current 
market prices for their copper securities 
and that means they made their pur- 
chases, speaking generally, on a long 














time basis of 1444-cent metal. If copper 
should average 14%c. per pound for the 
next twenty to twenty-five years, they 
would get their money back and interest 
not to exceed at the rate of 6 per cent 
per annum. This can hardly be classed 
as an appropriate return on a mining 
investment. 

“It would appear that copper valued 
at 14%c. per Ib. and sold at 25c. would 
yield a profit of 10% per lb. But we can 
be certain that copper will not continue 
co sell at 25c. per pound for any long 
period of time, and we must therefore 
take the high prices for the metal and 
figure them as an offset against the long 
period when copper may be bringing but 
14%c. a Ib. or less.” 

“In short, one should consider boom 
times in copper,” I suggested, “as merely 
insurance against the dull times which 
experience has shown us invariably fol- 
low eras of high prices?” 


Copper Never “Grows Back” 


“Exactly,” he agrzed, “and moreover, 
every person who gives thought to the 


subject at once realizes that copper never 
‘grows back.’ Every mine has a fixed 
life, and when the ore body is finally ex- 
hausted, as every ore body is eventually 
exhausted, then industry ceases and the 
concern is liquidated. 

“T hardly think thé average investor 
stops to consider all these exceedingly 
important matters. If a person wishes 
to purchase a copper stock which he 
thinks has a promising future the scope 
of his inquiry is virtually limited to the 
following questions: ‘What dividend is 
it paying?’ ‘Can it maintain the dividend 
in bad times as well as good?” ‘What is 
the life of the property?’ While these 
questions are of course important, they 
by no means fully cover the matter, as 
many investors have found to their cost 
when they came to check up on their 
investments. 


Increasing Taxes 


“When to all the other things you add 
the enormous increases in the combined 
county, state and Federal taxes of every 
known and ingenious character, you will 


of something like 2%4c. per poun 
copper costs. Moreover, we are on the 
verge of the enactment of an excess 
profits tax which will further pull down 
the returns to the copper shareholder. 
“When the Government talks of forc- 
ing the enormously profiting corporations 
to disgorge, it takes an unjust attitude 
for any sizeable incorporated concern is 
merely the corporate expression of from 
10,000 
zens of the United States, each of whom 


may Own many or but a few shares in |} 


the company.” 

That Mr. Aldrich’s estimate as to 
present copper costs leans rather to the 
side of conservatism than exaggeration 
appears in the light of later develop- 
ments. According to our esteemed con- 
temporary, The Boston News Bureau, 
the Federal Trade Commission, which 
is investigating the matter of producing 
American copper, will show some sur- 
prising results. We quote as follows: 


“The cost of making copper has in- 
creased very materially during the past 
two years owing to higher wages and 
greater cost for supplies. Taxation, 
depletion and depreciation all figure 
more prominently than ever idieee 
The net result is that copper costs in 
the United States today are nearer 20 
cents a pound than ten cents, hereto- 
fore regarded as a normal average. 

“The depletion of assets, the real 
meaning of ore extraction from a mine, - 
has never been seriously regarded by 
mine managements in their bookkeep- 
ing systems; neither has proper regard 
been paid to depreciation. The ques- 
tion of taxes was never before neces- 
sary, aside from the local property 
assessment. All these subjects must 
now be considered as important factors 
in the cost of operating a mining prop- 
erty, the excess profits tax being prob- 
ably the greatest item. 

“Under the new order of determin- 
ing copper costs, waiving all credits, 
it will be found that the cost of pro- 
ducing copper will range from 15 to 25 
cents a pound in the case of the large 
companies and even higher among 
some of the smaller ones.” 


The foregoing is perhaps one, at least, 
of several good reasons why the copper 
stocks have been such laggards in the 
market for months past. 
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Leading Opinions 


About Financial, Investment and Business Conditions 





“Oil Situation 
Serious”—H. L. Doherty 
The difficulty in obtaining steel casings 

for new oil wells, together with the in- 
creased cost of drilling for cil and the 
disposition of the Government to place a 
heavy tax on the industry, threaten a 
dearth of petroleum, according to Henry 
L. Doherty, head of the firm of Henry L. 
Doherty & Co. The firm is one of the 
largest producers of refined oil in the 
United States. 


“The situation today as regards oil pre- 
sents a serious 
“The difficulty in obtaining casing, the high 
cost of labor and the scarcity of labor create 
a situation that may cause an oil famine. 
The disposition of the government to ex- 
empt nothing more in the excess profit tax 
on the petroleum industry than is exempted 
on other less hazardous enterprises makes 
the situation more difficult still. 

“Drilling is being curtailed at an alarming 
rate. The government officials are so taxed 
with a multitude of duties and callers that 
it is impossible for them to grasp the seri- 
ousness of the dire results which may follow. 

“To expedite the huge problems which 
confront us our government is apt blindly 
to follow the example of the other countries 
that have been longer at war. Our condi- 
tions are vastly different. W.e have millions 
of aeres of prospective oil territory. There 
is practically no limit to the oil we can pro- 
duce, although the cost of oil may become 
prohibitive if a long period of inactivity 
should be brought about by a failure quickly 
to comprehend the true situation.” 


“Period of Great 
Prosperity”—A. Reynolds 

“I am convinced that this country is 
entertaining a period of great prosperity, 
probably one of the greatest ever experi- 
enced,” says Arthur Reynolds, vice-presi- 
dent of the Continental & Commercial 
National Bank of Chicago. 

“I base this idea on developments taking 
place in the Western business community 
We are experiencing a strong demand for 
money, not only for crop purposes and for 
Government financing, but for industrial 
purposes. Industrial concerns which have 
taken Government contracts and are ex- 


problem,” he said recently. 


panding their plant capacities in order to 
fulfill these contracts are looking to banks 
to finance them. Naturally, here in the 
West, when the proceeds of the Liberty 
Loan were being disbursed in the East, we 
felt the drain; and as our Western concerns 
were not getting their share of the Govern- 
ment’s business, the business effect was de- 
pressing. The Government evidently is 
realizing the wisdom of distributing these 











—N. Y. American. 
INTERRUPTED! 


contracts widely, and the question of deliv- 
ery is another factor entering into that.” 


Equal Prices 


Stirs Business 


As a result of the appearance of open 
opposition to the Government’s war pur- 
chasing programme for the selling of 
materials to the Allies at the same prices 
as to the United States, writes the Trib- 
une’s Washington correspondent, it was 
announced that the Government is taking 
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steps to force compliance, and, if neces- 
sary, will seek legislation to- accom- 
plish it. 

The action of many American producers 
in ranging themselves to oppose this pro- 


gram occupies the attention of the new War - 


Industries Board. While the War Depart- 
ment refuses either to confirm or deny the 
rumor that steel producers have declined to 
supply that department with an order of 
rails for France because of the low price 
offered, it is learned there had been some 
sort of hitch in negotiations over the order. 

The National Defence Act gives the Gov- 
ernment power to commandeer supplies for 
war purposes, but there is some doubt as to 
whether it gives the Government the power 
to resell to the Allies. Officials are divided 
in their opinion as to whether the Gov- 
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—N. Y. Globe. 
OUR BOYS IN THE TRENCHES. 





ernment can enforce the equal-price policy 
without the support of additional legislation. 

The hope of the War Board is that indus- 
try will be brought over through negotia- 
tions and that no new laws will be required. 


Government Will 
Finance Airplanes 
In order to speed up the production 
of airplanes for war purposes, the author- 
ities at Washington have agreed to adopt 
a liberal policy toward those companies 
that may need additional working capital 
to carry out the programme involving 
the expenditure of more than $600,000,- 
000 by the government. 
An official of the Wright-Martin Aircraft 


Corporation. said that the Government had 
signified its willingness to advance his com- 
pany whatever was needed to increase its 
output up to the requirements of the War 
Department. 

“Our objective in this connection,” stated 
this official, “is to increase our output of 
airplane motors for war purposes up to fifty 
a day. Now we are making them at the rate 
of only four a day.” ; 

It was reported in Wall Street that the 
Wright-Martin company was to receive an 
immediate advance of $11,000,000 from the 
Government. 

The policy of the Government in making 
advances to aircraft companies was viewed 
with favor in the financial district, as it will 
obviate the necessity of borrowings in the 
open market through the issuance of securi- 
ties to carry out the plans of the Allies to 
win the war in the air. 


Steel Exports 
~ Worth $1,120,000,000 


Exports of iron and steel and manu- 
factures in the fiscal year 1917 were over 
four times as much in value as in the fis- 
cal year 1914, while exports of pig iron, 
scrap iron and steel, steel billets and steel 
plates, which have been restricted by the 
President’s recent order, aggregated 
eighteen times as much in 1917 as in 
1914. 

According to a compilation by the Na- 
tional City Bank, total exports of these 
four great products, of which the exporta- 
tion is now prohibited, except “in case said 
articles are destined for actual war pur- 
poses or will contribute directly thereto,” 
amounted in the fiscal year 1914. to $10,731,- 
000, $11,727,000 in 1915, jumping to $62,093,- 
000 in 1916, and again to approximately 
$198,000,000 in 1917, these figures for 1917 
being based upon eleven months’ actual re- 
turns, and an estimate for the closing month 
of the year. 

In the fiscal year 1915 exports of iron 
and steel and manufactures reached $226,- 
000,000, against $251,000,000 in 1914. They 
were worth $621,000,000 in 1916, and approxi- 
mately $1,120,000,000 in 1917, these being 
official figures for eleven months and an 
estimate for the closing month of the year. 


Ten Billion 
Foreign Trade 
More than $10,000,000,000 worth of 
merchandise and precious metals passed 
through the custom houses of the United 
States in the fiscal year just ended. A 
compilation by the National City Bank 
of New York puts the total of imports 
and exports of merchandise in 1917 at 
$8,900,000,000, against $6,531,000,000 in 
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1916, $4,443,000,000 in 1915, and $4,259,- 
000,000 in 1914. The gold and silver 
imports and exports of 1917 aggregated 
$1,382,381,000. 


Imports are set down at $2,634,000,000 in 
th@ fiscal year 1917, against $1,894,000,000 in 
1914, a gain of $740,000,000, or 40 per cent., 
in the three-year period; the exports at 
$6,280,000,000 in 1917, against $2,365,000,000 
in 1914, a gain of $3,915,000,000, or 165 per 
cent., and the total trade at $8,914,000,000, 
against $4,259,000,000, a gain of 109 per cent. 

The fact that the export trade of the 
country has increased only 165 per cent. in 
the three years of the war will be a surprise 
to many who based their estimate of growth 
in exports upon the frequently published 
. figures showing enormous increases in cer- 
tain articles, especially those required for 
war purposes. Explosives, for example, 
show total exports in 1917 more than 100 
times as great as in 1914; horses and mules 
twenty times as great; sugar thirty-five 
times as much in value; firearms thirty times 
as great; zinc and brass fifty times as much 
in value; commercial automobiles forty 
times, and condensed milk twenty times as 
much in value as in 1914. 

On the other hand, cotton shows an 
actual decline, having been in 1917 but $550,- 
000,000, against $610,000,000 in 1914. Naval 
stores in 1917 were much below the figures 
in 1914. Agricultural implements exported 
in 1917 were about two-thirds as much in 
value as in 1914; hides and skins showed 
a decrease of more than one-half; cotton- 
seed oil was less; tobacco slightly less, and 
lumber over one-half less. 


Max May 
on New Finance 


In a recent article on “The New Basis 
for Foreign Exchange and International 
Finance,” printed in Successful Bank- 
ing, Max May, vice-president of the 
Guaranty Trust Co. of New York, stated 
that his expectation is that “financing 
and merchandising will be conducted or 
at least controlled, for the most part, by 
the Governments and not by bankers for 
a considerable period after peace has been 
ushered in.”” With regard to the changed 
outlook for international exchange, Mr. 
May said: 

“Our agreement to lend $3,000,000,000 to 
the Allies has completely changed the whole 
outlook for international exchange. There 
are simply no precedents whatever to guide 
one in analyzing the future. However, one 
cannot stop doing business, but must try to 


foresee trends as best possible. 
“What are the conditions that have now 


been produced? - 
“This $3,000,000,000 and any other billions 


that may be furnished later on to our Allies 
in Europe will not only call for heavy inter- 
est payments to us, but the principal will 
have to be paid sooner or later after peace 
is established. These colossal loans will 
probably run for a specified number of years 
with the understanding that repayment will 
not have to be made in one lump sum, but 
in installments, part of the loans being 
renewed. 

“Therefore, England and France and Rus- 
sia and Italy will have to lose no oppor- 
tunity to accumulate dollar exchange for 
this purpose. No human being can foretell 
to what extent this will raise the price of 
dollars and lower the price of sterling and 




















N. Y. Tribune. 
NUMEROUS 


EXEMPT ON ACCOUNT OF 
DEPENDENTS. 


other European exchange; but it is my 
judgment that not for many, many years— 
perhaps not in my lifetime—will dollar ex- 
change and sterling exchange sell at the 
levels which ruled before the war. I can- 
not see how dollars can get back to the par 
of 4.8665 within the next decade at least.” 


“Railroads Nationalized” 
—Daniel Willard 


A statement to the effect that the 
American railroads have at last been na- 
tionalized for war purposes and are 
working as one system during the present 
crisis was made by Daniel Willard, chair- 
man of the committee on transportation 
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of the Council of National Defense. Mr. 


Willard is quoted as follows: 


“The essence of the railroad system is that 
693 railroad companies, operating in 48 States 
and controlling 263,000 miles of road, are re- 
sponding admirably to central direction from 
the so-called war board of railway presidents. 
They have responded to every suggestion made 
by the Council’ of National Defense through 
the war board. They have made all transfers 
of troops on schedule without serious disrup- 
tion of regular traffic. They have tremendous- 
ly increased the supply of coal cars, the transit 
of grain, and met the needs of the Govern- 
ment at least as promptly and effectually as if 
they were under direct Government authority.” 


The Burden of 
War Taxes 


“Confronted with war taxes of the most 
drastic kind, the piste 6208 of our great 
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UNCLE SAM: “SURE, WILLIAM; THAT’S EASY.” 





industries are wondering where they will 
‘get off,’” writes “Jasper” in Leslie's 
Weekly. “One thing should not be for- 
gotten, and that is, if this war is to be car- 
ried on, some one must pay for it. The 
heaviest burden obviously must be borne 
by those who make the most money. 
Great Britain realizes this and according- 
ly levies a war tax on the excess profits 
of all its great money-makers in the shape 
of an income tax on investors, and an 
‘excess profits tax’ on corporations. 


“The English plan has worked out 
pretty well, and it should¥be followed by 
us. If it were, the Government would 
simply take its share—and make it as 
large as might be necessary—of all the 
excess profits of our big industries. The 
more they made the more the Govern- 
ment would take, and the more the Gov- 
ernment took from them, the less it would 
have to take from individuals. This 
seems like a very simple proposition, but 
it is hard to get it into the heads of the 
rural statesmen in Washington.” 


May Adopt 
Metric System 


“England and the United States are 
slow in realizing the waste of time and 
thechances of error involved in translat- 
ing the terms of a logical and consistent 
standard of weights and measures into 
those which only owe their use to a blind 
maintenance of tradition,’ writes Dr. 
George Frederick Kunz in a recent issue 
of the Scientific American. 

“For this reason those of us who favor the 
widest possible use of the metric system, not 
only because the system is in use in all parts 
of Europe and America, except in England 
and our own country, but because of its in- 
herent merits, must welcome every step taken 
in what we regard as the right direction for 
he attainment of what would prove a most 
potent factor in international trade.” 

The increased demand for American goods 
in South America, Dr, Kunz points out, makes 
it imperative that we deal with Pan-American 
countries in terms of measurement and weight 
which they understand. 


Nation’s 
Resources 


The latest figures showing the eco- 
nomic and financial resources of the 
United States, as compiled by the Me- 
chanics & Metals Bank, are shown as 
follows: 


Area, square miles.......... 
Population . v 
National wealth 

National wealth, per capita.. 
National income 

National income, per capita. 
National savings, 1916 

Nat’l savings, 1916, per capita 
National debt, July 1, 1917-. 
Nat’l debt, July 1, 17, per ca. 
Money in circulation 

Money in circulation, per ca. 
Gold money, in the country. 
Gold money in c’try, per ca. 


3,026,700 


$3,000,000,000 


$2,750,000, 000 
$26.44 
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Bank clearings 1916......... $261,000,000,000 
Bank loans, June 30, 1916*... $17,903,000,000 
Bank deposits, June 30, 1916* $26,935,000,000 


New incorporations, 1916.... $3, 500,000, 000 
Iron output, 1916, tons...... 39.4 30,000 
Copper output, 1916, pounds. 2,400,000,000 
Coal output, 1916, short tons 600,000,000 
Petroleum prod., 1916, gals.. 290,000,000 
Wheat output, 1916, bushels. 640,000,000 
Corn output, 1916, bushels.. 2,580,000,000 
Oats output, 1916, bushels... 1,250,000,000 
Cotton output, 1916, bales.., 11,500,000 
Agric’l products, 1916, value. $7,640,000,000 
Agric’l products, per capita.. $73.46 
Foreign trade, 1916: 
cn ae ed etal $5,480,000,000 
Imports ..... $2,390,000,000 
Total foreign trade. $7,870,000,000 
© Fe OD once acess ,090,000,000 
Total foreign trade, per ca.. 5.67 


*All national and state banks reporting to 
the Controller of the Currency, and the 12 
Federal Reserve Banks, number 27,525. 


Expert Market 
Opinion 

Shonnard, Mills & Co.—Given a strong 
fundamental situation, the lack of public par- 
ticipation in the market, while encouraging 
bear attack, contributes to the strength of 
the market structure, though one cannot 
expect much of an advance without public 
interest. And we cannot hope for any 
public following until Washington’s policies 
emerge from the formative stage. 

Our conclusion, then, is that a trading 
position should be adopted. Specialties are 
likely to continue prominent, and specula- 
tive attention will probably shift from the 
securities of those companies subject to 
Government price control to those that are 
exempt. It is not probable that the rails 
will be taken up vigorously, however, until 
the industrial list has been thoroughly can- 
vassed. 

While the rails, in our opinion, present 
splendid investment opportunities, an ad- 
vance in them will probably be limited by 
offering of stock now securing some of the 
British and French loans floated in this 
country. 


Richardson, Hill &,Co.—General realiza- 
tion of the possible consequences of drastic 
price fixing is becoming more acute, and 
neither the acceptance of moderate profits 
on war business nor the alternative of a long 
controversy between the manufacturers and 
the Government, is viewed as a constructive 
stock market factor. It is altogether prob- 
able that the days of great profits on strictly 
war business have passed. This need not 
blind the possessor of capital to the op- 
portunities in many other lines of industry 
for which there is every promise of good 
business during the coming fall and winter. 
A favorable railroad situation together with 
interesting developments among industrial 





specialties should furnish material for a 
resumption of the August rise after the 
present readjustment. The importance of 
completing new financing before the second 
war loan is launched will be sufficiently ap- 
preciated to make probable a brisk output 
of short term notes or capital issues in the 
near future on the part of industrial com- 
panies which are burdened with unwieldy 
inventories at present carried by bank loans. 
If this is interpreted as an indication of 
weakness, further price unsettlement may 
result, but the situation as a whole appears 
sufficiently sound to warrant the expecta- 
tion of ultimate improvement in the stock 
market, if Congressional action on impor- 
tant measures now under consideration does 
not prove too severe a curtailment of the 
potential earning power of corporate busi- 
ness. 


Block, Maloney & Co.—The general bank- 
ing situation appears to be somewhat 
stronger than might have been expected so 
soon after the flotation of one Liberty Loan 
and so near the possible time of a second. 
It seems to be the case that a very small 
proportion of the Liberty bonds is in the 
hands of the banks, which, of course, did 
not get as large a percentage of the quota 
they sought to buy as did individuals. It 
appears further that a reasonable amount 
of the bonds the banks did succeed in get- 
ting for themselves have been disposed of 
over the counter. Other market factors, 
apart from the overshadowing element of 
the war, are in a state of mid-summer 
quiescence. 


Schmidt & Gallatin.—Stability of the finan- 
cial markets in the face of peace rumors is 
a notable phenomenon; a decreasing minor- 
ity of critics still claim that an advancing 
stock market is only possible in the event 
of continued shedding of blood, but a 
healthier and saner majority is convinced 
that indefinite prolongation of hostilities 
can only result in world-wide exhaustion 
and financial collapse. 

The history of the Napoleonic wars 
teaches us that large speculation in stocks 
and commodities, while a usual concomitant 
of war, does not necessarily persist until the ° 
return of the world to normal custom and 
the occupations of peace. Insofar as our 
own immediate position is concerned, there 
is no doubt that industrial shares had long 
since discounted full measure of advantage 
which was to accrue from an inflated de- 
mand incident to the greatest calamity in 
history. Even before our entry into the 
war the markets for steel and copper had 
become seriously congested; enormous «4 
mands for supplies on the part of the U. 
Government accordingly precipitated an in- 
tolerable situation. High prices stimulate 
production, but there is a reasonable limit 
to this method of meeting an abnormal 
demand, for finally prices become prohibi- 
tive and the process defeats its own end. 
























The 


Business Situation 








HE fact that there is some pause in 
the activity of general business this 
summer is shown in statistics by the 

decline in bank clearings outside New York 
for the last two months, combined with the 
further rise in the average level of commod- 
ity prices. 

If bank clearings had fallen off and com- 
modity prices had declined at the same 
time, such a condition would have been a 
natural result of summer dullness and 
would not have indicated any general busi- 
ness reaction. But the rise in commodity 
prices during June and July amounted to 6 
per cent., and this would naturally cause an 
increase in bank clearings—since the clear- 
ings mostly represent payments for com- 
modities, direct or indirect. 

The fact that bank clearings outside New 
York, on the contrary, fell off 4 per cent. 
from May to July shows that the pause in 
business was due to something more than 
summer dullness. This is unquestionably 
due to two causes—hesitation pending the 
Government’s price fixing policy, and some 


checking of consumption because of high 
prices and expected heavy taxation. It is 
worth noting that the English commodity 
index for Aug. 1 showed the first decline 
for a year. 

Prices of iron, steel and copper have 
shown little change for the last two 
months. These and other industries are 
awaiting Government prices. The drop in 
U. S. Steel’s unfilled tonnage now amounts 
to about 1,250,000 tons from the maximum 
at the end of April. It is to a great extent 
robbed of its usual significance by the fact 
that the corporation is holding back its 
capacity for Government use. The gain in 
iron production for July was unexpect- 
ed and tends to relieve fears of iron 
famine. 

Our net imports of $24,000,000 gold in 
June, after net exports of $5,000,000 in May, 
shed no particular light on the trade situa- 
tion .between the United States and foreign 
countries, but they do show that Britain 
is still willing to send us gold when needed 
here. 








Average 
Money 
Rate 


Average 
Money Rate 
Prime Com- 


New York. 


5 
5% 
5 


5% 
4% 


*Affected by the new Federal Reserve System. 
tDoes not include Government deposits. 


Total 


Exclading 

N. Y. City 

(Millions) 
10,482 
10,635 
7,928 
6,234 
6,312 
6,209 


Imp. 
Imp. 
Imp. 
Exp. 


13,554 Exp. 


Per cent 
Cash to 
Deposits New Deposits New 
mercial Paper European York Clearing. York Clearing- 
Banks. house Banks.* 
5 4.8 
5 $5.4 
98 
15.2 
19.9 
22.9 
26.7 


Bank Clearings Balance of Gold _ Balance of 
of U.S. Movements 
—Imports or 


Exports 
(Thousands) 


Per cent 
Loans to Bradstreet’s English 
Index of Index of 
Commodity Commodity 
Prices. Prices. 
16.40 5,579 
16.07 5,646 
15.47 5,412 
11.44 4,204 
9.82 3,281 
9.85 2,565 
9.01 2,689 


house Banks.* 

1105.5 
$104.1 
$104.0 
96.0 

93.5 
100.6 
99.3 


TTill money only now required. 


Building Business 
Operations, Failures 
Twenty Total 
Cities Liabilities 
(Thous’ds) (Thous’ds) 
17,165 
14,872 
10,902 
17,178 
25,441 
37,789 


Trade 
—Imports or 
orts 
(Thousands) 


Exp. 
Exp. 
Exp. 
Imp. 


Exp. 21,929 


Production Price of 


Wholesale 


Price of (Tons) 


ofIron Electro. 


Copper. 
PigIron* (Thous’ds) Cents. Wheat 


Crop Conditions————\ 
Spring 
Wheat Corn 


Winter 
Cotton 


27.5 
28.9 
32.6 
26.1 
16.9 
123 
15.4 


68.7 
83.6 
91.6 
63.4 
93.4 
75.5 
74.1 


78.8 eee 
81.1 70.3 
70.3 
72.3f 
75.3f 


76.44 


3,342 75.9 
3,270 

3,226t 
2,563t 
1,958t 
2,560 


*No. 2 Southern at Cincinnati. tJuly. 


75.3 
79.5 
74.8 
75.8 
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Sensational Earnings of Ind. Alcohol 
The Company’s Prospects in War and Peace 





By WILLIAM T. CONNORS 





HE statement of Horatio S. Ru- 
bens, chairman of the board of 
directors of the U. S. Industrial 
Alcohol Co., given out after 

the recent meeting at which the common 
stock was placed on a 16 per cent divi- 
dend basis—retroactive to cover the 1916 
year also, making 32 per cent this year— 
contains a sentence of such sensational 
significance as almost to make the read- 
er‘s “each particular hair to stand on 
end, like quills upon the fretful porcu- 
pine.” 

The sentence referred to is as fol- 
lows: “Current earnings are not avail- 
able for the reason that subsidiary com- 
panies have not yet reported, but it is 
understood that they are greatly in ex- 
cess of those of 1916, when, after in- 
creasing property account by $13,086,522 
(italics ours) there was earned $36.14 
a share for the common stock.” 

It means, in a word, that Industrial 
Alcohol really earned about 99 per cent 
on its common stock in 1916, and that 
current earnings (before deductions for 
war taxes, presumably) are greatly in 
excess of that rate. 


What the Balance Sheet Shows 


Examining the company’s income ac- 
counts and balance sheets year by year, 
we find.no difficulty in harmonizing the 
two down to the end of 1915. For each 
of the five years 1911 to 1915 the com- 
pany’s yearly surplus above the dividends 
on the preferred stock—none being paid 
on the common stock—was carried for- 
ward, aside from minor changes in vari- 
ous items, to property account. 

This is shown in the accompanying 


graphic. It is, of course, the natural 
condition of things. The money that any 
company earns above its interest and 
dividend charges has to go into its as- 
sets somewhere. In this case it went, 
broadly speaking, into additional prop- 
erty. 

Up to 1914 the annual surplus was 
trifling and the gain in the property ac- 
count correspondingly trifling. In 1915 
the ordinary surplus was $1,752,000 and 
the surpluses of subsidiary companies 
acquired during the year totaled $2,- 
235,000. The increase in property ac- 
count was $4,431,000, or about $443,000 
more than the gain in surplus—the dif- 
ference being mostly accounted for by a 
decrease of $425,000 in net working capi- 
tal during the year. 

But when we come to the 1916 figures, 
presto !—a remarkable change. Out of a 
surplus of $4,336,000 for the year, the 
company increased its property assets 
$13,086,000! Truly an _ astonishing 
achievement. 

Of this $13,086,000 about $5,557,000 
was obtained from net working capital, 
which fell during the year from $4,299,- 
000 to a deficit of $1,258,000. But where 
did the remaining $7,529,000 come from? 

There is only one answer to this ques- 
tion. Money does not grow on bushes— 
even in the war. balance sheets of in- 
dustrial corporations, The company’s 
property was increased approximately 
$7,529,000 before “operating income” 
was reported. This is, in fact, just what 
Mr. Rubens says, except that he does 
not happen to mention the decline of 
$5,557,000 in net working capital. 

If, therefore, the earnings on Indus- 
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trial Alcohol common are calculated for 
1916 on the same basis as they were cal- 
culated by the company in preceding 
years, they should be stated as approxi- 
mately 99 per cent, instead of 36 per 
cent, as shown in the company’s report. 
And the 1917 earnings are better still, 
Mr. Rubens tells us—but, of course, we 
do not know what part of these earnings 
may be taken by the Government as war 
taxes, or what price may be fixed for 
the company’s product, so we are still 
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very much in the daik in regard to 1yi7 
results. 
The Standard Oil Policy 


This is entirely in keeping with the 
usual methods of the Standard Oil inter- 
ests, which now control Industrial Alco- 
hol. It is their custom to charge as 
many improvements and additions to 
earnings as possible. The 1916 report 
of this company is merely an. extreme 
instance of an established policy. 

How much war earnings have thus 
accumulated to the credit of the common 
stock ? 

In 1913 this stock sold between 25 and 
44. A mean price of 35 might reason- 
ably be assumed as representing the mar- 
ket’s valuation of this stock before the 
war, on average earnings of less than 
4 per cent annually. In 1915 12.6 per 
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cent was earned and in 1916, as shown 
above, 99 per cent. Hence, down to the 
end of 1916 earnings equal to something 
over 100 per cent on the cc mmon stock 
had been put into property account, which 
would give the stock a theoretical value 
of 135 to 140 at that time. 


Present and Future Value 


It is, perhaps, little use to guess at 
1917 earnings after taxes. The officials 
state that additions to the company’s 
property are practically completed, so 
whatever is earned will naturally accrue 
to the stock for the most part, instead 
of being reinvested in the business as in 
1916. 

The Government’s price fixing policy 
will doubtless affect earnings for the last 
three or four months of 1917. A rough 
guess might be that the company may 
earn 80 per cent for its common stock 
this year, of which possibly half may be 
taken in war taxes. In the meantime, 32 
per cent is to be paid out as dividends. 

On this hypothetical basis, the stock 
should have behind it something like 
$150 of value per share at the end of 
1917. 

Sut when we get 
find that we are only at the beginning. 
We can easily see why Industrial Alcohol 
has been dubbed the “mystery stock,” 
and why after selling at 170% in 1916, 
it fell to 100% last April and advanced 
again to 171% in June. Pool opera- 
tions have, of course, been partly re- 
sponsible for these wild changes—and 
the latest gossip is, by the way, that the 
pool has liquidated its holdings around 
the high prices under cover of the be- 
ginning of the 16 per cent annual divi- 
dends. 

But the reason why the stock is so sus- 
ceptible to pool control is precisely be- 
cause it is the “mystery stock’—because 
its future is so difficult to predict and 
because there is room for such wide dif- 
ferences in opinion as to its value. 

The principal mystery lies in the great 
uncertainty as to the demand for indus- 
trial alcohol after the war is over. While 
the war continues there will be a tre- 
mendous demand for it, chiefly in powder 
making, in which it is an indispensable 
material. And here enters, of course, 


this far we still 














SENSATIONAL EARNINGS OF INDUSTRIAL ALCOH 





another uncertainty—the duration of the 
war—to say nothing of the uncertainties 
of price fixing and taxes, mentioned 
above. 

Uses of Industrial Alcohol 


The law permitting the manufacture 
of tax-free alcohol for industrial pur- 
poses went into effect in 1907. It is 
made bv fermenting and distilling various 
vegetable products—corn, barley, pota- 
toes, sugar beets, rice, molasses, and 
many others—but molasses, which is now 
practically a by-product of sugar, is the 
cheapest source and seems likely to re- 
main so. 

The U. S. Industrial Alcohol Co., 
through its recently acquired subsidiary, 
the Cuba Distilling Co., has long-term 
contracts covering nearly all the mo- 
lasses produced in Cuba at 5 cents a gal- 
lon. This makes the cost of industrial 
alcohol at the new Baltimore plant not 
far from 8 cents a gallon. New Orleans 
molasses is also used and the company 
has recently doubled its capacity at that 
point. 

Industrial alcohol is used in making 
at least half the manufactured products 
of the country, but in most of them 
only in small amounts. Some of the most 
important. industries using it are those 
making varnishes, celluloid, soap, lanolin, 
ether, chloroform, iodoform, dyes, drug's 
and chemicals, photography, gun powder. 

We have seen that this company has 
nearly doubled its plant out of its profits. 
It has, in fact, more than doubled its 
productive ‘capacity. Looking into the 
future of the company, the great ques- 
tion is whether there will be a suf- 
ficient demand for alcohol at good prices 
after the war to keep this additional 
plant busy. 

At to this point the officials of the 
company seem to be confident, for Mr. 
Rubens says, “It has been decided to 
declare a dividend at a rate (12 per cent) 
which it now seems reasonable to expect 
can be maintained under after-the-war 
conditions, owing to the entry of the com- 
pany and its various subsidiaries into 
additional fields of production which 
promise to be profitable under peace 
conditions.” 

On the other hand, many investors nat- 


get enough for its product before the 
war to earn anything worth mentioning 
on its common stock, how can it find a 
profitable market for two or three times 
as much alcohol after the war?” 


Alcohol vs. Gasoline 


To keep its present enlargel plant busy 
after the war, the company will probably 
have to sell alcohol at a price to com- 
pete with gasoline, at least during periods 
of relatively dull business. In time, other 
uses for alcohol would doubtless absorb 
the whole product, but it is difficult to 
conceive how they can do so immediately 
after the war. 

The supply of petroleum suitable for 
making gasolene must, of course, be lim- 
ited—but no one knows where the limit 
is or when it will be reached. As to the 
demand for gasolene, that will depend 
in considerable part on whether kero- 
sene can be substituted for it in gas en- 
gines. Half the mechanical experts in 
the motor world are trying to develop a 
satisfactory kerosene carburetor. If they 
get it, the day of industrial alcohol as a 
motor fuel will be further postponed. 
If they do not succeed, it is entirely prob- 
able that gasolene, even under peace con- 
ditions, will sell high enough to encour- 
age the use of industrial alcohol in its 
place. 

So, apparently Industrial Alcohol must 
remain to a great extent the mystery 
stock. There can be no doubt that after 
the war, with its improved plant, its prac- 
tical monopoly of the business, its higher 
efficiency and its control of Cuban mo- 
lasses, it will achieve much better re- 
sults than before the war; but whether 
the rosy view of Mr. Rubens that the 
16 per cent dividend can be permanently 
maintained, will prove correct, is one 
of those things that “no fellow can find 
out” at the present time. 

The recent 32 percent extra dividend 
declaration will bring the price of the 
stock close to 130, and at that price 
and paying 16 per cent per annum the 
stock does not compare favorably either 
from the point of view of earnings, sur- 
plus or assets, with U. S. Steel common 
paying at the rate of 17 per cent per 
annum. 

















Southern Pacific’s Growth 


Remarkable Strides Made by This Property in Last Few 
Years—Expects to Win Oil Land Suit, Which Would 
Add Millions to Assets—High Degree of Eff- 
ciency Has Kept Operating Ratio Low 





By FRED L. KURR 





LTHOUGH E. H. Harriman is 
dead, the evidences of his great 
constructive genius still lives. 
Southern Pacific, which with 
Union Pacific formed the first rail- 
road across the American continent, 
is perhaps the greatest tribute to that 
great railroad builder’s foresight and 
judgment. Southern Pacific has grown 
and prospered not only because its lines 
traversed a territory capable of enor- 
mous development, but also because the 
Harriman genius for selecting men has 
given to this company capable manage- 
ment, without which its present pros- 
perity would never have come to pass. 
Chairman of the Board of Directors 
Kruttschnitt, the man selected by Har- 
riman to direct the upkeep and opera- 
tions of the entire Union-Southern 
Pacific system, is now at the helm of 
Southern Pacific and his policy of fair 
play for the shipper has given the com- 
pany an enviable reputation as a business 
getter. 
In the twelve months ended Decem- 


ber 31, 1916, gross business totaled: 


$163,427,423, as compared with $152,- 
694,228 in the twelve months ended June 
30, 1916. The best previous showing 
was $138,520,259 gross in the year ended 
June 30, 1914. It is true that unusual 
conditions due to the war have had con- 
siderable to do with this increase, but 
for the past decade the business of the 
road has shown a steady upward ten- 
dency, as a glance at the accompanying 
graphic will show. 
Important Consideration 


The important point to consider in 
regard to these increased earnings is that, 
in spite of the increased costs that the 
railroads of the country have had to 
face, a very considerable portion of the 
increase was saved for net. Thus in the 
12 months ended Dec. 31, 1916, the com- 


pany was able to report 12.98 per cent 
earned on the common stock, which is 
the best showing in its history. 


Since the first of the year every 
monthly report has brought cheer to the 
stockholders with large increases in both 
gross and net. For the six mionths ended 
June 30, 1917, gross earnings were $18,- 
500,000 ahead of the same périod of the 
previous year and net earnings showed an 
increase of no less than $8,600,000. With 
very bright prospects of big traffic along 
its lines for some time to come it 
can be readily seen that 1917 will be 
by long odds Southern Pacific’s banner 
year. If net earnings in the second six 
months of 1917 should only equal the 
net earned in the second half of 1916, 
Southern Pacific will show about 16 per 
cent earned on the common stock in the 
calender year 1917. It is expected, how- 
ever, that the increases reported in net 
will continue, and it is not unlikely 
that as much as 18 per cent will be 
earned this year. 


The present dividend rate of 6 per 
cent on the common stock was started 
in 1908 and in no year since that time 
has the road failed to earn its dividend 
with a good margin to spare. The small- 
est surplus after dividends in that period 
was in 1908, when $2,746,014 was left. 
after paying the 6 per cent. Since 1908 
nearly $90,000,000 has been added to 
assets from earnings. About as much 
again was put into the property in money 
raised by the sale of securities. F 

That these millions were well ex- 
pended is evidenced not only by ‘the 
expansion in business, but also by the 
increase in efficiency. Operating ratio 
in the 1916 calendar year was 63.1 per 
cent, as compared with 66.9 in 1908 and 
an average for the ten years of about 
63.5 per cent. This is a most excellent 
showing when the fact is considered that 
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costs have advanced greatly, such as 
wages, materials, etc. A glance at the 
accompanying table will show how oper- 
ating expenses have been kept down. 
It will be noted that the average train 
load in four years was increased from 
381.97 tons to 466.12 tons, or 22 per 
cent. 
Financial Condition 

Southern Pacific’s financial condition 
is excellent. As of June 30, 1916, cash 
and demand loans totaled $17,373,671, 
and the net working capital was $17,- 
187,491. At the present time the finan- 
cial position of the company is probably 
much better, in view of the record earn- 


appear to indicate a very brilliant future 
for this road. It has shown steady 
growth and as the territory through 
which it goes has only begun to develop 
its possibilities, a continued growth is the 
logical thing to expect. Southern Pacific 
lines interlace the rich coast territory 
(see map) running from the Canadian 
border to the Mexican border and from 
there 1,242 miles into Mexico. From 
the Pacific Coast it runs east to New Or- 
leans, where connections are made with 
its water lines to New York. From San 
Francisco it goes east through Califor- 
nia, Nevada and Utah to a junction with 
the Union Pacific. 








SOUTHERN PACIFIC 
Traffic Statistics. 
(Years Ended June 30.) 


Freight Traffic— 
Revenue freight carried (tons) 
tFreight traffic density 
Aver. dis. per ton carried (miles) 

’ Freight train mileage per mile of road.. 
Average revenue train load (tons) 
Average revenue per ton 
Aver. rev. per ton per mile (cents).... 
Freight revenue per train mile 

Car Loading and Movement— 
Aver. rev. freight per loaded car (tons). 
Aver. loaded cars per train (number).. 
Aver. empty cars per train (number).. 
Per cent. of loaded to total car mileage. . 
Passenger Traffic— 
Passengers carried (number) 
TPassenger traffic density 
Aver. dis. per pass. carried (miles).... 
Pass. train mileage per mile of road..... 
Aver. pass. per train mile (number)... 

Aver. pass. per car mile (number).... 
Average revenue per passenger 
Aver. rev. per pass. per mile (cents).. 
Passenger revenue per train mile 

Tapencening the tonnage of freight and the 
of road operated. 


16 


1912 
26,950,150 31, 


22,185,607 


1913 1914 1915 1916 
642,587 32,599,138 31,857,039 37,322,383 
$07,811 682,050 628,894 840,782 
222.30 218.05 208.35 246.81 
1,752 1,681 1,561 

388.92 405.30 402.62 

$2.50 $2.41 $2.29 

1.123 1.104 1.099 

$4.33 $4.44 $4.39 


21.32 21.15 20.78 
21.61 22.28 22.32 

981 9.35 9.64 
71.04 70.45 69.84 


23,053,383 19,901,186 
163,787 141,574 
73.26 75.08 
2,768 2,643 
62.75 53.56 
10.65 9.70 
$0.98 $0.87 
2.248 2.247 2.173 
$1.64 $1.34 $1.51 

of gers carried one mile per mile 


20.06 
22.72 

8.79 
72.10 


22,170,740 
157,576 
78.33 
2,888 
58.23 
15.34 


22,486,902 
153,426 
71.11 
2,797 
58.48 
10.40 
$0.92 


5,126 
74.25 
2,326 


$0.98 
2.208 
$1.65 


1, 
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ings that have been reported since that 
date. 

There is no reason to believe, there- 
fore, that Southern Pacific will have 
any financing to do in the near future, 
surplus earnings should be sufficient to 
take care of any improvement program 
that might be adopted, the earliest matur- 
+ any of its larger bond issues is 
1929. 


Land Holdings 


As a straight railroad proposition, the 
facts already stated in this article would 


Outside of its splendid railroad sys- 
tem, Southern Pacific possesses other 
possibilities that may in the future prove 
very valuable to its stockholders. 

When the project of the first trans- 
continental line was broached to the 
United States Government, it was nat- 
urally given every encouragement. In 
view of the fact that the line would have 
to go through miles of territory practi- 
cally uninhabited certain compensations 
were offered. Alternate sections of lands 
were deeded over to the company by the 
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Government and of this land 13,377,308 
acres were still owned by the company 
as of June 30, 1916. About 100,000 
acres are located in the rich California 
oil fields. A suit was started several 
years ago by the United States Govern- 
ment to take away these lands. ‘The case 
finally came to the Supreme Court and 
that body upheld the company’s title in all 
respects except one. That point was to 
the effect that, if the company knew when 
they accepted the lands that they con- 
tained oil and concealed the fact from 
the Government during the six-year 
period which the grant allowed the Gov- 
ernment for efforts to recover the lands, 


PACIFIC 


AND A 
PROPRIET, a! Gompnnes , 


these lands could now be confiscated. 
The officials of the company, have stated 
that they are sure no such fraud was per- 
petrated and are very optimistic that 
they will win the suit that has been 
brought on these grounds. 

The value of these lands have in the 
past varied from $1,000 to $5,000 an 
acre, and, at the present time, are much 
nearer to the latter than the former fig- 
ure. It is quite possible that these lands 
may yield a half a billion dollars if 
Southern Pacific retains possession. Con- 
servatively they should be worth at least 
$250,000,000. When it is considered that 
Southern Pacific’s outstanding stock only 


amounts to $272,822,906, it can be seen 
what a big melon this may turn out to 
be. These lands being in dispute, South- 
ern Pacific does not at the present time 
include them among its assets. 


Central Pacific 


The Central Pacific is the road owned 
by Southern Pacific connecting San 
Francisco with the western terminus of 
the Union Pacific. The Government has 
brought suit to compel the company to 
dispose of this branch of its system, on 
the ground that it is a competitive road, 
as it parallels Southern’s line about 800 
miles south and thus violates the Sher- 


ULF OF MEX 
ee 


man Law. The case will come before 
the United States Supreme Court in 
about a year’s time. It is felt that South- 
ern Pacific will win this case for if the 
Court will declare for a disintegration so 
extreme, it will mean that almost every 
important system in the country will be 
subject to further disintegration. Even 
should the Central Pacific be lost, it 
should not materially hurt Southern Pa- 
cific as it would be sold for a good price, 
probably $100,000,000, and the sunset 
route to the east would still remain, 
Another point to consider in regard to 
the future of this system is its Mexican 
lines. These 1,242 miles are now con- 
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tributing nothing to earnings. The Mex- 
ican chaos cannot last forever, and when 
once more order is restored, these lines 
are quite sure to become an important 
source of revenue. 


Position of Securities 
Southern Pacific stock, paying 6 per 
cent, would appear at present levels to 
be comparatively low-in price. In 1910, 
for example, when 12.3 per cent was 
earned on the stock, it sold up to 138% 
and did not go below 103%. In 1911 


to be selling at a lower price than it is 
intrinsically worth and can be regarded 
as an attractive long pull investment. Its 
6 per cent dividend looks very secure. 
As to an immediate advance of any im- 
portance, however, there are many fac- 
tors against it. The billions of Liberty 
Bonds still to be floated will unques- 
tionably cause the selling of investment 
issues, such as high grade railroad stocks 
and bonds, and this liquidation, even 
though gradual, will operate against any 
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it did not sell under 104%, and in 1912 
under 103%. Yet earnings at the present 
time are far ahead of the earnings in 
the years mentioned. The explanation is 
due, in the first place, to the fact that 
railroad stocks were in much more favor 
in those years than they are at the pres- 
ent time, and, in the second place, to the 
fact that the war has caused the selling 
of railroad stocks held abroad. 

Southern Pacific stock would appear 


substantial upward move, even though 
earnings and prospects would appear to 
justify higher prices. 
Southern Pacific’s 5 per cent bonds, 
which are convertible into stock at par, 
are a very attractive security. They are 
a secure investment and at the same time 
offer the possibility of a good profit 
in the future, because of the convertible’ 
privilege. These bonds have recently 
been strong, advancing from 97 to 99. 











Railroad Rates and Rebates 


Physical Valuation—British Cheap Trains Act— Demorali- 
zation of Railway Finance—Waste Due to Restrictive 


Legislation— Unregulated Rates 


Drop Naturally — 


Regulation Prevents Reduction—No Relation Be- 
tween Capitalization and Rates—Insurance Value 
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By GUY MORRISON WALKER 


Author of “Measure of Civilization,” “Railroads and Wages,” “Trust Companies,” “What Shall 
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Part [1]—Regulation Versus Rates 





(The previous articles have shown how railroad rates were first made up by a sum of charges 
for various services; that rate reduction developed through a system of consolidating services and 


sharing the burden between the railroads and the ship- 
pers; that all rate reduction has been by means of rebates, 
that command of the markets has depended on the mastery 
of transportation, and that regulation has raised rates and 


retarded railroad development.] 
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BILL has been passed and our 
Government is undertaking, at 
an enormous expense, a physi- 
cal valuation of the railways 

in the United States, the argument being 
that rates should be based on the cost of 
the railroad, or, where that can not be 
ascertained, on its value. I want, there- 
fore, to call attention to the capitalization 
of the railways in the United States ‘com- 
pared to that of the leading countries of 
the world with whom we compete. 


Foreign Railroad Capitalization 


The average capitalization of railways 
in Germany is about $115,000 per mile; 
in France the railway capitalization is 
$145,000 per mile; in Belgium and Hol- 
land a little over $150,000 a mile; in 
Italy, $125,000 a mile; in all of Great 
Britain the average rises to the ex- 
tremely high figure of $275,000 per mile, 
while for England and Wales.alone it 
rises to the truly enormous figures of 
nearly $330,000 per mile. In contrast 
with these figures, our American rail- 
roads are capitalized even at the present 
time, after seventy years of improvements 
and betterments, at less than $60,000 per 
mile. 

There is, as you shall see, a reason for 
this truly remarkable contrast. No one 
will pretend that English railways are 
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five or Six times better than American 
railways, or that they give a service bet- 
ter in proportion to their higher capital- 
ization. The difference is due to the fact 
that the English began earlier to regulate 
and interfere with natural normal free 
competition in railroad traffic. 

As early as 1840, within ten years after 
the first commercial railway began to 
operate, the British Parliament had 
passed over three hundred railway regu- 
lation acts. In 1872, a Parliamentary 
Committee reported that there was at 
that time in operation more than three 
thousand special acts of Parliament re- 
lating to railways, and since that time 
legislation has piled up at the rate of one 
hundred acts per year. 

Cheap Trains Act 

In 1844 the British Parliament passed 
what was known as the “Cheap Trains 
Act” to regulate the charges of trans- 
portation on railroads, This act required 
every railroad in England to run a train 
each way daily at an average speed of 
not less than twelve miles an hour and 
to carry passengers in covered wagons 
for not more than a penny, or two cents, 
a mile for third class transportation, but 
most important of all there was a pro- 
vision that has had more to do with the 
conditions under which railways have 
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grown up in England than anything else. 
It was nothing more nor less than an 
attempt at physical valuation and the 
regulation of rates based upon such 
valuation. 

This Act of 1844 provided that in the 
future if at any time the profits of any 
sritish railway exceeded ten per cent. on 
the capital invested in it, it might be 
bought by the state at a valuation to be 
computed as follows: The net earnings 
of the railway for three consecutive 
years were to be taken and averaged and 
the valuation of the railway was to be 
twenty-five times this average annual 


net earning. 

This law still stands. Its provisions have 
never been applied, for the simple reason that 
the railway companies, in order to prevent 
their property from being taken away from 
them, began to disguise the real extent of 
their profits. With a penalty facing them for 
economy and efficiency, they became extrava- 
gant. Expensive methods of operation were 
permitted; no allowance was made for de- 
preciation or obsolescence. All disbursements 
for maintenance or up-keep, which in our 
American practice are charged out of earn- 
ings as part of the cost of operation, have un- 
der the English system been charged to cap- 
ital in order to inflate the capital amount of 
the company and thereby reduce the per- 
centage of profit and keep it below the 10 
per cent. point at which the government right 
attached. 


A Demoralizing Influence 


This act has been the supreme demoralizing 
influence .in railway finance in England. To 
it is due the continued increase of British 
railway capitalization until now it is nearly 
three times as high as the average capitaliza- 
tion of Prussian railways and nearly six times 
as high as the average capitalization of Amer- 
ican railways. In the past twenty years the 
average capitalization of all British railways 
has risen from $200,000 per mile to* over 
$275,000 per mile; or, in other words, the 
mere increase per mile in capitalization of 
British railways, brought about by their sys- 
tem of legislative regulation and of interfer- 
ing with their operation, has equaled one and 
one-half times the total capitalization per 
mile of American railways. 

It has retarded the construction of railways 
built in Great Britain to such an extent that 
the total mileage of railways built in Great 
Britain in the past 35 years is less than we 
have built in the United States in a_ single 

ear. You must not suppose that Englishmen 

ave been blind to the effects of this legisla- 
tion. As early as 1856 Robert Stevenson, the 
son of the inventor of the steam locomotive, 
in his inaugural address as president of the 
British Engineers’ Association, said: 





“Little more than a quarter of a century has 
elapsed since parliament first began to legis- 
late for railways, but in this period a multi- 
tude of laws has been placed upon the siatute 
book, which will certainly excite the wonder, 
though it may fail to be the admiration, of 
future generations.” 

Stevenson called attention to the fact that 
at that time the London and Northwestern 
Railway was regulated by no less than 187 
different acts, adding that it was not so much 
the number of the statutes, regarding railways 
that excited surprise, but that the extraordi- 
nary feature of this legislation consisted in 
the anomalies, incongruities, irreconcilabilities 
and absurdities which prevailed in this mass 
of legislation. 


Gladstone’s Mistake 


You will undoubtedly be surprised when 
I tell you that Mr. Gladstone himself was the 
chairman of the parliamentary committee that 
suggested, drew up and secured the passage 
of the Railway Act of 1844 limiting the profits 
of British railways to 10 per cent. on their 
capital. But he lived to see his mistake. At 
a meeting of the Cobden Club some 25 years 
afterward he made an address estimating the 
waste on British railways up to that time as 
the result of ill-advised legislation at the then 
enormous sum of £200,000,000—$1,000,000,000 
—or an amount which at that time equaled 
$60,000 of waste for every mile of railroad 
then in existence in Great Britain. 

In other words, the waste that had been 
brought about in Great Britain by foolish and 
unreasonable legislation, had cost English 
railroads in 25 years more for every mile of 
track in the United Kingdom than the average 
capitalization per mile of American railroads 
at the present time. Gladstone also quoted 
with approval the recommendation of Robert 
Stevenson that England might well sweep the 
whole of her railway legislation from her 
statute books and legislate afresh. 

At this time, Parsloe, an eminent authority, 
contrasting the conditions of railways in Great 
Britain with those in the United States, said: 

“The Americans have been able to obtain 
the necessary authority from their government 
to build their railways without unreasonable 
delay or expense. Enterprise in America has 
had a free course, with the result that our 
cousins across the Atlantic have now a length 
of railway more than sufficient to twice girdle 
the earth, a mileage equal to that of all the 
seven great powers of Europe combined.” 

Remember, this statement was not written 
recently with any idea of its possible effect 
upon present conditions or proposed legisla- 
tion, but was written 35. years ago, before 
present conditions could possibly have been 
anticipated. : 

Crystallized Rates 

Government legislation and regulation have 
always operated to crystallize rates. When 
such regulation has reached its highest devel- 
opment railroad rates cannot be changed with- 
out calling into play an elaborate mechanism. 
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In Germany and Belgium and France it re- 
quired the meeting together of a general ad- 
visory council and a general tariff committee. 
These bodies are composed of various gov- 
ernment ministers, representatives of cham- 
bers of commerce, of industrial and agricul- 
tural societies, and are so large as to be 
unwieldy. 

They claim that through their deliberations 
the rates are adjusted for the best interests 
of the country, but the fact is that in their 
deliberations so many —— interests are 
represented that many districts have to suffer 
because of the esumeilien of other districts to 
rate adjustment that would benefit them in 
competition with ‘their rivals. The business 
associations of Germany vigorously assert that 


their rates are held at too high a level. In’ 


France the periods of time required for the 
deliberations of the consultative committee 
and the securing of ministerial approval are 
so long that the occasion for the making of 
a new rate has usually passed long before 
the decision thereon has been reached 

The effect of legislative tampering with 
rates is no better illustrated than in the case 
of the New York Central. When the New 
York legislature, over 40 years ago, passed 
the law authorizing the consolidation of sev- 
eral small roads up the Hudson and through 
the Mohawk valleys in New York into the 
New York Central and Hudson River Rail- 
road, the passenger rate was fixed by law 
at two cents a mile, while the sapient legis- 
lators did not attempt to fix the freight rates. 


Results, After Forty Years 


The result is that now, after over 40 years, 
passenger rates fixed by law at two cents a 
mile, remain today at two cents a mile with- 
out any reduction, while the freight rates, 
which at that time were over three cents per 
ton mile, and were left by the legislators with- 
out com 
tarily reduced by the railroad company in or- 
der to get business in competition with other 
railroads to little over one-half a cent per ton 
mile, or about one-sixth what the rate was 
40 years ago. Wherever the thing has been 
tried, the result has been the same. 

In 1877 the Legislature of Texas reduced 
the passenger fare from five cents to three 
cents per mile. The average freight rate in 
Texas at that time was three and one-third 
cents per ton mile. Texas passenger rates are 
still three cents a mile, but the average passen- 
ger revenue per passenger mile in Texas is 
only about two and one-half cents, because 
much of their passenger traffic is through busi- 
ness on which they willingly accept about 
two cents per mile. But the freight rates 
with which the Legislature in ’77 did not 
interfere were by 1910 reduced to nine mills 
per ton mile, or little more than one-fourth 
what they were thirty-six years ago 

Wherever legislation attempts to interfere 
with or regulate rates, it tends to maintain 
rates at the maximum allowed by law and 


operates to prevent any further reduction while: 


ulsory reduction, have been volun- ° 


without legislation, competition requires the 
strictest economy and stimulates the highest 
efficiency with the result of steadily lowér- 
ing rates, 

If you will compare the capitalizations of 
the different countries in the world with the 
freight rates in those countries, you will see 
that there is absolutely no relation between 
capitalization and freight rates. lf there were, 
the high capitalization in England would re- 
quire a freight rate so high as to be prac- 
tically prohibitory and so put an end to traf- 
fic entirely. English capitalization is six times 
as high per mile as American capitalization, 
but English rates are less than three times 
as high as American rates. Here at home 
our Eastern roads are capitalized twice as 
high per mile as are our western railroads, 
but in order to live at all our western roads 
are compelled to charge twice as high a rate 
per ton mile as the eastern railroads, while 
the eastern roads with a capitalization twice 
as high as the western roads are prosperous 
with a freight rate only one-half as high. 
The truth is that freight rates must be placed 
at the figure at which the maximum amount 
of trafic will move, and this .regardless of 
whether the capitalization is high or low. 


Long and Short Hauls 


There is a feature, however, of this in con- 
nection with Great Britain that illustrates 
again the necessity for a distinction of rates 
between long and short hauls. In Great 
Britain the shortness of the average haul, in 
fact, the comparative shortness of the maxi- 
mum possible haul, makes the maximum cost 
of transportation a comparatively small item 
in the total cost of the finished product, even 
though the freight rate is three times as high 
as it is in America, but English legislation 
has resulted in forcing on their railway com- 
panies such financial practices that even with 
these enormously high freight rates the En- 
glish roads find it difficult to earn more than 
three and one-half per cent on their enor- 
mous capitalization. 

There is a feature of rate making that has 
been more Or less ignored, and that is the in- 
surance value of transportation service. A 
common carrier is responsible for the safe 
delivery of freight delivered to it for trans- 
portation, and it would be manifestly unfair 
to require a railway company to pay $6,000 
for the loss of a carload of clothing or $600 
for the loss of a carload of wheat, if it had 
received only the same amount of freight per 
car for the clothing or the wheat that it re- 
ceived S20 a car of coal that was worth only 
$50, or 

Rieke rates must be based on what it is 
worth to move the commodity offered. Obvi- 
ously they cannot be higher than that prod- 
uct can afford to pay, for if they were it would 
not move and there would be no traffic in that 
particular kind of product at all. If you were 
to attempt to make a flat freight rate on the 
basis of what is now our average freight rate, 
you would find at once that all the traffic that 
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is now being moved at th or four mills pe: 


ton mile would cease being moved. That 
would mean the practical cessation of all 
freight in ore, stone, sand and the curtail- 
ment of the use of coal to within a com- 
paratively limited radius about the mines. 
[his would mean an enormous falling off 


in the volume of freight traffic. 

The loss of the freight in these lower 
classes would make necessary the raising of 
the rates on the traffic that was left, and 
this would automatically put a stop to the 
movement of the next grade of traffic, which 
could not afford to be moved at the increased 
rate. 

| want to lay stress upon this point, for thi$ 
is exactly what is now being attempted by the 
foolish and inexpert railroad operators, as- 
sisted by the railway unions, who have joined 
in a conspiracy with the railroad operators 
to raise the price of transportation to the 
country at large, the understanding being that 
this increase is to be divided between the rail- 
road companies and their employees, but the 
results to the rest of the country have been 
carefully concealed from the public. 

The freight charges of railroads are taxes 
inexorably collected, on every product of hu- 
man labor, collected by a natural law that 
can only be escaped by the laborer consuming 
his own product. The raising or lowering of 
railroad rates, fherefore, vitally affects all 
labor dependent upon the railroads for the 
market of its products. 


Burden on Trade 


The result of the present project can only 
mean the imposition of an additional burden 
on trade and on the products of labor. It 
means the narrowing of markets, the curtailing 
of the product of labor, and for the rest of 
the country, except railroad employees alone, 
lower wages and lower standards of living, 
which will soon react upon the railroads them- 
selves and shortly thereafter upon railroad 
employees. 

I wonder if you realize the extent to which 
our present railroad systems are the result of 
consolidations and how much the reduction 
of railroad rates has been due to economies 
growing out of the reduction of management 
charges by the consolidation of many small 
companies. Your attention has already been 
called to the consolidation that resulted in 
the creation of the New York Central and 
Hudson River Railway system. The New 
York, New Haven and Hartford as it now 
stands consists of the properties formerly built, 
owned and operated by 189 different compan- 
ies. The Boston and Maine is composed of 
pieces of property that were built and oper- 
ated by over 200 different companies. 

The reduction in railroad charges and the 
economies secured in railroad management by 
the consolidation of railways during the period 
from 1873 to 1879, a time when the rest of 
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ihe country was in the throes of a panic, 
amounted to the enormous sum of one billion 
dollars in freight charges alone. It may 
well be argued that the reduction in freight 
rates of this enormous sum, with the conse- 
quent impetus given thereby, to manufacturers 
and the relief to producers of farm products, 
was more than any other single influence the 
cause of recovery from the panic and of the 
prosperity that followed. 


Great Northern’s Charges 


In 1882, when the Great Northern Railway 
began operation, its ton mile charges on farm 
products and timber from the Northwest was 
two and one-half cents per ton mile. In 
twenty years this had fallen to less than one- 
third, or about eight mills per ton mile. In 
this latter year, at the then low rate, the gross 
earnings of the Great Northern amounted to 
$31,000,000. At the rate which prevailed 
twenty years before, the money taken from 
producers and shippers along the line of the 
Great Northern for handling this same amount 
of traffic would have amounted to ninety-one 
millions of dollars. The voluntary reductions 
in freight charges by the Great Northern, made 
possible by the highest economy and efficiency, 
saved to the patrons of that line the sum of 
$60,000,000.'in a single year. This capitalized 
at six per cent means that through the economy 
and efficiency of the management of the Great 
Northern Railroad there was added in a 
single year to the values of the lands and 
products raised in the territory served by it 
the enormous sum of one billion dollars. 

Throughout our western country the agri- 
cultural era is succeeding the grazing era. 
Every panic has been followed by a human 
swarming to the west. When the conditions 
in the east become hard, the people swarm 
out to the region of cheap lands, where on a 
few acres a man may at least make a living 
for himself and his family. The panic of 
'73 peopled the area just beyond the Missouri 
River. The panic of 1893 poured a myriad 
of farmers into the territory tributary to 
Kansas City and Omaha, but there can be 
no market and no profit in farm products un- 
less the transportation charges are low enough 
to carry these products to the place where 
they can be consumed. 

Figures recently prepared by the Depart- 
ment of Agriculture show that the average 
cost of hauling farm products from the farm 
to the railroad station, an average distance of 
less than ten miles, amounted on grains, like 
wheat, corn and oats, to about ten cents per 
one hundred pounds. In the case of cotton 
and some other products, it ran as high as 
sixteen cents per one hundred pounds, while 
the same report showed that the average rail 
and ocean rate on grain from St. Louis to 
Liverpool was less than 15 cents per one 
hundred pounds. 

(To be continued) 
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What Every Investor Ought to Know 


Fundamentals of Corporate Finance—When a Bond Issue Is 
Necessary—How It Is Underwritten and Marketed 





By JAMES KENNEDY 





(This is the first of a series of articles about a corporation invented for the purpose of 
illustration, designed to present to the business man and investor certain elements about which 
he should be well informed. Almost all authors have discussed this subject in a highly eco- 
nomic manner. It is the purpose in these articles to be extremely elementary—the very A B C 


of the subject.—Editor.] 





HE Great War had demonstrated 
the efficiency of the aeroplane. 
Men with ability and foresight 

—also capital—realized the 

profitable future for this aircraft busi- 

ness. It was for this reason that the 

Phantom Aero Co. was formed. 

During the first few years of exist- 
ence, this new company experimented, 
changed and reorganized. Incorporated 
under the laws of New Jersey, there ex- 
isted a capital account of $25,000,000, 
half preferred stock and half common 
stock. In 1917 the great test came. The 
United States Government entered 
boldly into the world struggle, and the 
great need was for aeroplanes. The 
Phantom Co. had not made money. Its 
both classes of stock had sold far below 
par. The seven per cent preferred had 
never paid a dividend, and the common 
had been the football for speculative 
operations. The advent of aeroplane 
demand had created new possibilities 
and eager investors had purchased both 
classes of stock until the preferred was 
quoted at 60 and the common at 15. 
The-credit of the company had advanced 
on account of new conditions. ° 

The affairs were conducted by the 
officers, elected by a board of directors, 
who, in turn; were elected by the stock- 
holders. The present set of officers hap- 
pened to be efficient. At a meeting of 
the board of directors, President Smith 
spoke. 

“Gentlemen, this company must grow. 
We have the patents and the manufac- 
turing plant; we also have the orders. 
But, it is costing us too much to do 
business, as we lack sufficient working 
capital We are paying an exorbitant 
rate of interest for loans and our credit 
is limited on account of the small de- 





posits we carry. What must be done? 
What cari you propose to give us an op- 
portunity to make large profits for our 
stockholders ?” 

The treasurer, a comparatively young 
man named Brown immediately sug- 
gested, 

“Bonds !” 

“We need at least $5,000,000 working 
capital,” he said, “and this is costing 
us over 6 per cent., or about $320,000 
each year. Our credit is now excellent 
among investors, and I believe that we 
will save money by issuing a 5 per cent 
bond.” 

The directors decided upon this 
method of financing, and the plan was 
presented to a meeting of the stockhold- 
ers. Over 50 per cent of the stockhold- 
ers endorsed and voted for this issue for 
the saving features were clearly notice- 
able. 

$5,550,000 bonds sold at 90 — $4,- 
995,000. 

Interest at 5 per cent on $5,550,000 
= $277,500. 

Saving on interest every year $42,500. 

Twenty-five year need for borrowing 
$1,062,500 saved $555,000. Premium 
loss deducted from the $1,062,500 equal 
$507,500. Interest saved, which would 
be used to apply to redemption. 

Of course, a sinking. fund was estab- 
lished to raise, during the 25 years, the 
capital to meet the bonds when due, but 
this phase would have to be supervised 
by the lawyers and the trustee. 


The Banking Firm 


Treasurer Brown took a trip to New 
York, and arranged a meeting with Mr. 
Lee, of Lee, Green & Co., prominent 
and wealthy bankers. At the first con- 


ference he said, “Mr. Lee, the Phantom 
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Co. desires to issue $5,550,000 25-year 
5 per cent bonds. You will, of course, 


make a ‘thorough examination of. the 
company and give us your verdict. 


There is no need for me to go into de- 
tails because your experts will give you 
the facts. When may I expect a de- 
cision ?” 

“Within the next thirty days.” 


About four weeks later Treasurer 
Brown received the following letter : 
Dear Sir: * 


The reports of our investigators in the 
matter of the Phantom Aero Co.—re pro- 
posed bond issue—have been filed. We will 
take over the entire issue of $5,550,000—25 
year 5 per cent bonds at a flat price of 90. 
If you accept, kindly arrange to have your 
lawyers confer. with 
Messrs. Dundee & Co., 
our attorneys, and at that 
time the adoption of the 
trustee, the terms of the 
mortgage, the indenture 
and other incidentals will 
be arranged. 4f the con- 
ference agrees, we will be 
prepared to act at once. 

Very truly, 
Lee, Green & Co. 

After the lawyers 
had agreed on the 
form of the bond, the 
provisions regarding 
interest, sinking funds, 
and the equity to pro- 
tect the principal, the 
Standard Trust Co. 
was called in to act as 
the trustee. 

For a commission 
the trust company agreed to -act for 
all those who would buy the bonds. 





. The Phantom Aero Co. executed a 
mortgage in favor of the Standard 
rrust Co., which stated that ‘all the 


property owned by the Phantom Co., 
estimated * at a sale price of $15, 
000,000, would be placed in the hands 
of the Standard Trust Co. to protect 
the lenders. In addition the Phantom 
Co. agreed that if the interest funds, to 
be paid out semi-annually by the trust 
company, were not forthcoming at the 
proper date, the trust company would 
have the right to confer with the bond- 
holders and sell the equity back of the 
mortgage. The Standard Trust Co. 
agreed to pay out the interest when due 





and the principal whén due, to the hold- 
ers of the coupons or the bonds. These 
papers were made out by the lawyers 
on both sides, properly registered in the 
records of the county where the prop- 
erty was situated, and temporary cer- 
tificates of indebtedness were issued to 
the bankers, Lee, Green & Co., until 
the actual bonds could be printed. 

The firm of Lee, Green & Co. paid 
the ‘Standard Trust Co. $4,995,000, 
which was deposited to the credit of 
the Phantom Aero Co. for its own use. 
An arrangement was also made that the 
Standard Trust Co. should act as de- 
pository for the Sinking Fund, . an 
amount set aside each year out of the 
earnings and interest 
saved, to pay the prin- 
cipal when the 25 years 
was up. 

It must be noted here 
that the Phantom Aero 
Co. has its money. It 
must pay 5 per cent on 
a loan of $5,550,000, 
for which it only re- 
ceived $4,995,000. The 
rest of the proceedings 
is entirely in the hands 
of Lee, Green & Co. 
The Phantom Co. 
might have made ar- 
rangements to offer 
this loan to its stock- 
holders direct, but it 
was safer to put it in 
the hands of the bank- 
ers, and much cheaper. It is now up to 
the bankers to make their profit. 








The Distribution 


Lee, Green & Co., with the consent 
of the Phantom Aero Co., sent out a 
notice to all the stockholders of the 
company that until a certain date such 
stockholders will be permited to sub- 
scribe to these new bonds at 95. Each 
stockholder owning 100 shares of ‘either 
class of stock may purchase $1,000 of 
this loan at $950, and a certificate known 
as “Rights to Subscribers” is sent to 
each stockholder of record on a certain 
date. Depending on the terms of the 
indenture and the price of the stock, 
these “Rights” are valuable or they are 
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not valuable. The stockholder may 
either exercise his option or he may 
sell it to some one else. In any event, 
on the date set, the subsrciptions are 
counted, and we will suppose that only 
$3,000,000 is taken by the stockholders 
of the company. This leaves $2,550,000 
in Lee, Green & Co.’s hands. 


The Syndicate 


Before beginning the sales campaign 
with the stockholders, Lee, Green & Co. 
called into conference four other bank- 
ing or investment firms. The data re- 
garding the Phantom Aero Co. was 
submitted and the other firms agreed 
that this was an opportunity for profit. 
They formed an agreement to take over 
at 95 all the unsold bonds and to make 
Lee, Green & Co. the manager of the 
syndicate. They also agreed to “with- 
draw from sale” all bonds allotted to 
them until the disbanding of the syndi- 
cate. This gave Lee, Green & Co. a 
profit of 5 points on all the issue. The 
only possible loss in this connection 
could happen in case their proportion of 
the syndicate allotment could not be 
sold. 

The members of the _ syndicate 
agreed to sell these bonds at 98 to the 
general public, and at no other price. 
Each member of the syndicate had a list 
of regular customers who were eager to 
get the bonds at 98, because they were 
vouched for by such well known firms. 
In addition to this, each firm had a 
corps of trained bond salesmen. The 
head of the sales department called these 
men in conference, distributed to them 
all the facts and figures, and then lec- 
tured to them on the qualifications of 
this particular bond issue. Every phase 
of the mortgage, the business of the 
company and the peculiar worth of the 
loan for certain classes of investors was 
thoroughly discussed. Questions were 
asked, and the head salesman constituted 
himself as a prospective purchaser, and 
the salesmen attempted to sell him the 
bonds. After all possible questions had 
been settled, these men were sent out 
to do what they could. e 

After the prospects had been seen and 
the field of regular customers thoroughly 
covered, the salesmen were called in and 


the syndicate manager reported to the 
firms that only $1,000,000 of the bonds 
remained unsold. 


The Public Offering 


The advertising and publicity cam- 
paign was now ready for the final dis- 
tribution. Announcements were made in 
all the leading daily, weekly and fort- 
nightly financial publications that on 
September Ist next, the books of the 
various firms composing the syndicate 
would close for subscription to the 
Phantom Aero Co. 5 per cent first mort- 
gage bonds, due 1942 at 100. Literature 
about the company was sent to invest- 
ors all over the country, and the adver- 
tising followed up by attractive articles 
about the Phantom Co. On September 
Ist the books of the syndicate closed. 
The syndicate manager, Lee, Green & 
Co., made an accounting to the other 
firms of the syndicate, and it was found 
that only $250,000 of the issue remained 
unsold. This amount was divided pro 
rata according to the various interests 
in the syndicate, and each one had a 
right to sell the bonds as desired. 


Who Profited? 


The reader will easily follow the var- 
ious items of profit which grew out of 
this bond issue. In the first place, the 
Phantom Aero Co. got its money at 
once in one block without any trouble. 
In the second place, the firm of Lee, 
Green & Co. got a profit of 5 points, or 
$50, on each $1,000 bond sold to the 
stockholders. In the third place, Lee, 
Green & Co. got a profit from the sale of 
the remainder to the syndicate at 95. In 
the fourth instance, ‘Lee, Green & Co. 
and each other member of the syndicate 
made a profit selling to their chosen 
customers at 98. And lastly, the entire 
syndicate made a small profit in addition 
by selling to the general public at 100. 


The Expenses 


The expenses were quite large, and 
probably amounted to at least 3 points 
on the total issue of bonds. 

In the first place, there was the cost 
of investigating the Phantom Aero Co. 
These investigators were high salaried 
men, and the incidental cost of travel 
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and overhead office expenses must be 
included. Then followed the fees for 
the lawyers and the fees for local and 
state legal necessities. Possibly the 
bonds were made tax exempt at 
the time of issue. Thirdly, the 
printing for the temporary certificates, 
circulars and agreements; next the ad- 
vertising cost and salesmen’s commis- 
sions, and last but not least, the postage 
and so-called incidentals. 


What Happens to the Bonds? 


It is the custom for well established 
firms to stand back of their bond 
ventures. Lee, Green & Co. are no ex- 
ceptions to this rule, and they are ready 
to buy back at a slightly reduced con- 
cession bonds which investors desire to 
sell. Other firms enter into the field of 
buying and selling these bonds so that 
a “market” is established. It may be 
that the firm of Lee, Green & Co. desire 
to establish a more desirable “market,” 
so that application is made to list these 
bonds on the New York Stock Ex- 
change. The advantage for the owner 
by such listing is that the bonds become 
better collateral for loans. There is no 
other advantage except possibly a little 
closer “market” for purchase or sale. 
Sometimes the investor is better off if 
his bonds are not listed on the New York 
Stock Exchange. These Phantom bonds, 


not being listed, are not the football of 
speculation, but are more or less pro- 
tected by Lee, Green & Co., whose rep- 
utation is at stake. They may have 
passed through hundreds of hands, but 
no matter who has had them, the money 
is being loaned to the Phantom Aero Co. 

The interest has been paid regularly, 
and in 1942 the holder notes that the 
principal is due. Each year of the 
twenty-five, the Phantom Aero Co. has 
been putting aside enough out of earn- 
ings to eventually pay off these bonds. 
The proportionate amount involved for 
each year is mathematically. computed, 
which taking accrued interest into con- 
sideration, involves a problem quite out 
of the customary mathematical calcula- 
tions. At the date of expiration the 
Phantom Co. pays the Standard Trust 
Company the amount of the mortgage. 
The mortgage is released and the 
Standard Trust Co. pays off the 
various holders of the bonds according 
to the terms of the original indenture 
on the bonds. 

The whole situation is now in the 
same position as before the bonds were 
issued. The Phantom Aero Co. received 
the necessary capital, and the thousands 
of lenders were satisfied with the in- 
terest, in fact, some may have benefited 
or lost by appreciation or depreciation 
of the bond prices at various times. 














PLEA FOR THE RAILROADS 


Over fifty million people in this country own railroad securities, either di- 
rectly or as policyholders in life insurance companies and depositors in mutual 
savings banks—these two classes of institutions owning $2,250,000,000 of rail- 
road stocks and bonds. The interests of railroads, of railroad security holders, of 
railroad employees, and of shippers, are identical in one respect, namely: They 
can prosper only when railroads are allowed reasonable rates for their services, 
so that they may pay interest and dividends on the capital invested, and pay 
good wages to employees, and provide the equipment needed to ship goods 
when and where ordered. The railroad situation has become acute, because 
costs of operating have increased a, fast during the past few years, without 
proportionate increase of revenue. he recently organized National Associa- 
tion of Owners of Railroad Securities is working for a better understanding of 
the railroad question, and for a spirit of co-operation among those jointly in- 
terested in the success of our railroads. Every direct or indirect owner of rail- 
road securities should join. - This is a conservative proposition. The high 
prices of foodstuffs and other commodities, especially in the centers of popula- 
tion, have been due in great measure to lack of adequate transportation facili- 
ties—The National Bank of Commerce in Saint Louis. 
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Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and Mining 


Digest, contain condensations of the latest news regarding the companies mentioned. 


e items 


are not to be considered official unless so stated. Neither THE MAGAZINE OF WALL STREET 
nor the authorities for the varicus items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 
Market commitments should not be made without further corroboration.—Editor. 
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B. & O.—Has started 4,900 box cars for 
the South, Southwest and West as part of 
its plan for relieving the difficulties of pro- 
ducers in those sections of the U. S. due to 
car shortage. Six months’ operating revenue 
to June 30, $61,170,347; net operating rev- 
enue, $14,446,621. 


B. & A—The application for permission 
to sell $1,000,000 5% 25-year bonds has been 
approved by the N. Y. as well as the Mass. 
P. S. Comm. 


‘Buff. & Susquehanna. — During the six 
months’ period ended June 30 earned a sur- 
plus of $327,704. This is at the rate of 16.5% 
per year on the $3,000,000 common stock 
after allowing for the dividend on the 
$4,000,000 4% cumulative preferred stock. 
During the, corresponding period last year 
surplus was equal to 13.4% on the common 
after allowing for the preferred dividend. 





Can. Pac.—Higher costs of labor, coal and 
other supplies have begun to make them- 
selves felt. Im May the road’s operating 


ratio was 68.29%, compared .with 66.2% in 
April and 64.94% in May, 1916. 


Chic. & East. Ill—The foreclosure sale of 
the Chicago & Eastern Illinois, which was 
to have been held this month, has been post- 
poned until Sept. 4. It will be held at Dan- 
ville, 

Chic., Burl. & Quincy.—A protest against 
the policy of the Great Northern and North- 
ern Pacific in paying no dividends in excéss 
of 8% on Chicago, Burlington & Quincy 
stock, although earnings greatly exceed that 
rate, has been published in pamphlet form 
by Robert J. Frank, an attorney, who writes 
as a minority stockholder in the road. Bal- 
ance sheet, as of Dec. 31, shows a profit and 
loss surplus of $114,481,547, compared with 
$105,088,276 June 30, 1916, and $97,879,654 
June 30, 1915. The 1916 net income of $31,- 
130,438 is equivalent to $28.08 a share earned 
on $110,839,100 capital stock, compared with 
$17.94 a share earned the previous year. 


Chic., Mil. & St. Paul—This company is 
to build 500 gondola cars in its shops at 
Tacoma, Wash., in addition to the 1,000 cars 
now under construction. The cost of the 
new cars will be approximately $650,000. 


Chic., Rock Island & Pac.—Unorganived 
employees of this -company receiving less 
than $200 a month have been granted a 
10% wage increase. Approximately 3,500 are 
affected. A latter announcement states that 


telegraphers asked 15% increase, pay for 
Sundays, vacations and an eight-hour day. 
\ssistant. Commissioner Hanger, of the 
United States Board of-Mediation and Con- 
ciliation, recommended arbitration. 


Del. & Hud.—Existing conditions make it 
impracticable to attempt to float a bond issue 
of $9,000,000 at this time, as stated in affi- 
davits filed with the N. Y. Second Dist. 
P. S. Comm. by representatives of the Del. 
& H. Co. the application has been changed 
to one asking permission to make an issue 
of $9,000,000—5% gold notes. These notes 
will be secured by $11,700,000 in bonds and 
stocks as collateral, and leave is asked to 
issue the notes instead of the originally con- 
templated bond issue. The P. S. Comm 
heard arguments on the application and re- 
served decision. 

Den. & Rio Grande. — The committee 
formed for the protection of the holders of 
preferred and common stock of the Denver 
& Rio Grande R. R. Co., of which John W. 
Platten is chairman, has issued a call for 
the deposit of both classes of stock with 
the depositary, United States Mortgage & 
Trust Co., 55 Cedar street, New York. The 
committee’s notice stated that it is impera- 
tive that holders of stock unite for the pro- 
tection of their interests in view of the 
judgment for $38,000,000 entered against the 
Denver & Rio Grande R. R. Co. in favor of 
the old Western Pacific bondholders. 


Erie.—The N. Y. Stock Exchange has re- 
ceived application to list $19,627,100 4% 50- 
year, Series D, convertible. bonds of the Erie 
R. R. Co., due April 1, 1953. 


Long Island. — Municipal Court Justice 
Edward A. Richards, as chairman of the 
legal committee of the Central Civic Asso- 
ciation of Brooklyn, filed a brief with the 
N. Y. First Dist. P. S. Comm. opposing the 
application of the Long Island to increase 
the fares on its local lines on the ground 
that if the local fare on the Atlantic Avenue 
division between Flatbush and Railroad ave- 
nues is increased from 5 cents it Will be an 
unfair discrimination between these passen- 
gers and those who use commutation tickets 
because the rate of fare will be greater. 


Mo. Pac.—The N. Y. Stock Exch. struck 
from the list Missouri Pacific R. R. Co. first 
and refunding mortgage 5% bonds, Series 
A, due Feb. 1, 1965, when issued; first and 
refunding mortgage 5% bonds, Series B, due 
Jan. 1, 1923, when issued; first and refunding 
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mortgage 5% bonds, Series C, due Aug. 1, 
1926, when issued; general mortgage 4% 
bonds, due March 1, 1975, when issued, and 
added the company’s first and refunding 
mortgage 5% bonds, Series A, due Feb. 1, 
1965; first and refunding mortgage 5% bonds, 
Series B, due Jan. 1, 1923; first and refund- 
ing mortgage 5% bonds, Series C, due Aug. 
1, 1926; general mortgage 4% bonds, due 
March 1, 1975. The road reported estimated 
gross earnings for the month of July 
amounting to $6,341,000, an increase of $770,- 
000 over the same period in the year of 1916. 


Pitts. & West Va—Declared a dividend of 
1%4%, payable on the first preferred stock 
for the quarter ended June 30. Dividend is 
payable Sept. 1 to stock of record Aug. 25. 

St. Louis-San Fran.—Report, year ended 


Dec. 31, 1916, shows total operating revenue 
amounting to $53,119,999 and surplus, after 


charges, totaling $6,131,978. Balance of in-- 


come for the year amounted to $1,898,443 
after deducting $2,322,013 interest on cumu- 
lative adjustment bonds and $2,111,520 inter- 
est on income bonds. Balance sheet, as of 
Dec. 31, 1916, shows a profit and loss sur- 
plus of $605,089, compared with the old com- 
pany’s deficit of $4,555,407 June 30, 1916; 
oa June 30, 1915, and. $877,612 June 
1 4. 


Toledo, St. L. & West.— Report, year 
ended Dec. 31, 1916, shows: Gross operating 
revenues, $5, $58,987: net after taxes, $1,898,- 
322; net income, $431,803; to reserve funds, 
$9,920; surplus, $421,883. Balance sheet, as 
of Dec. 31, 1916, shows a profit and loss sur- 
plus of $2,742,634, compared with $2,310,636 
Dec. 31, 1915, and $2,529,643 June 30, 1916. 
The 1916 net income of $431,803 is equivalent 
to $4.33 a share earned on $9,952,600 pre- 
ferred stock, as compared with a deficit for 
the previous year. 
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Amer. Car & Fdy.—The Navy Department 
has distributed contracts for 1,830,000 shells, 
3 and 4-in., among the Amer. Car & Fdy. 
Co., Consolidated Manufacturing Co., Amer. 
& British Manufacturing Co. and Harrisburg 
Pipe Bending Co. A contract for 15,000,000 
pounds of T. N. T. was placed with the 
Atlas Powder Co. at $25 a ton. 


Amer. Hide & Leather.—The surplus of 
$1,779,511 for the 12 months ended June 30, 
1917, is equivalent to $13.68 a share earned 
on $13,000,000 preferred stock, against $12.63 
a share earned the previous year. 


Amer. Loco.—The U. S. Govt. placed an 
order with this company for 150 standard 
locomotives for the service of American 
troops in France. They are of the same 
type as those being built for the British 
Government. 


Amer. Malt.—Directors discussed methods 
which the various interests have under con- 
sideration for paying off the 334%4% dividends 
which have accumulated on the first pre- 
ferred stock. The first preferred stock in 
the treasury, which the company purchased 
in open market at an average price of $43.375 
a share, will be canceled at the meeting of 
directors on Aug. 29, this being a preliminary 
step toward paying off back dividends in 
accordance with one of two plans, which- 
ever may be decided upon. 


Amer. Steel F’dries.—Directors decided to 
retire on Oct. 1, the next interest period, the 
outstanding amount of first mortgage 6% 
bonds, due 1935. There are now about $1,- 
300,000 of these bonds outstanding. The 
floating indebtedness of the company, con- 
sisting of $1,200,000 notes, reported as of 
Jan. 1, has afl been wiped out, the last of the 


notes having been paid off early in July. 
The company’s entire indebtedness outside 
of current liabilities now consists only of 
the 4% debentures, of which approximately 
$2,000,000 are in the hands of the public. 


Amer, Sugar Ref.—Purchased property in 
Chicago, where it intends to build a modern 
warehouse. The new property has good rail- 
road connections and will take the place of 
a similar property which is less favorably 
located for the company’s business. The 
latter property has been disposed of. The 
new warehouse will serve as a distributing 
center for the American’s output of refined 
sugar. Announced the second advance with- 
in two days for refined granulated to a basis 
of 8.40 cents, up to 10 points. 


Amer. Sumatra Tob.—Stockholders of this 
company at a special meeting authorized an 
increase in the pfd. stock of $1,000,000 to $2,- 
000,000. The increased stock will be used for 
taking over of the Connecticut Tobacco 
Corp. 


Amer. Tob.—Sales of this company for 
the current quarter are running 33% in ad- 
vance of the corresponding period of 1916. 
For the first three months of 1917 an in- 
crease in sales of 30% was shown. The busi- 
ness of the company is excellent in all lines, 
the output of cigarettes being particularly 
heavy to meet unpredecented domestic, con, 
sumption and growing demand from abroad. 


Amer. Writ. Paper.—For six weeks. the 
value of orders billed out to customers has 
been just under $400,000 per week, or at the 
rate of $19,500,000 per annum. 


At. Gulf & W. I.—Including the Ward 
liner Havana, which the Government is plan- 
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ning to take, there are now in service for 
the U. S. six steamers of the Atlantic Gulf 
fleet. Five of these are on charter, and the 
price which the Government is paying is 
eminently fair. 


Baldwin Loco.—Indications are that this 
company will place between $20,000,000 
and $22,000,000 of new business on its books 
in July, 1917. Most of this will be for ex- 

ort. The U. S. has given the company its 
ast large order and this, too, is for export. 
Baldwin Locomotive has on jts books or- 
ders for between $95,000,000 and $100,000,- 
000 of business, practically all of which is 
for locomotives. 


Beth. Steel—Bethlehem is midway in a 
period of enormous” physical expansion, 
largely due to its entering into the ship con- 
struction program in such a whole-hearted 
way. When construction work under way 
is completed, Bethlehem will control nearly 
38% of the shipbuilding capacity of the 
country. 


Booth Fisheries —N. Y. Stock Exchange 
struck from the list this company’s common 
stock, $100 par value, and admitted to the 
list 171,760 shares of common stock of no 
par value. 


Cent. Leather.—Earnings, six months end- 
ed June 30, 1917, as compiled from quarterly 
statements, shows: Gross income, $14,042,- 
245; net income, $10,855,427; balance after 


preferred dividends, $9,689,963; surplus after. 


common dividends, $7,903,423. The $9,689,- 
963 balance after pfd. dividends for the six 
months ended June 30, 117, is equivalent to 
$24.40 a share earned on $39,701,031 com- 
mon stock, against $11.44 a share the cor- 
responding period in 1916. Balance sheet, 
as of June 30, 1917, shows a profit and loss 
surplus of $28,287,093. 


Corn Prod. Ref.—The balance after charges 
of $7,141,666 for the six months ended June 
30, 1917, is equivalent to $24.01 a share 
earned on $29,826,867 pfd. stock outstanding, 
compared with $7.69 a share in the previous 
year. 


Cuba Cane Sugar.—Earning results of this 
company in the grinding season closed in 
1917 were disappointing. The balance for 
the 500,000 shares of common of slightly 
better than $12 per share contrasts with ex- 
pectations of $18, which had been cherished 
up to almost the first of May. Cuba Cane 
Sugar buys a large percentage of the cane 
which it grinds. At one mill an operating 
loss of $1,500,000 was realized against a 
normal profit of perhaps $500,000. The dif- 
ference of $2,000,000 is equal to $4 per share 
on the common. 


Curtiss Aero. & Motor.—Is assured of U. 
S. Government orders for 1918 for aero- 
lanes and parts aggregating at least $150,- 
500,000. The total may run as high as - 
000,000. The business for the six months to 


end June 30, 1918, will amount to at least 
$100,000,000. An officer of this company 
is quoted as saying: “An agreement has 
been reached for cross licensing in the 
aeroplane industry, similar to the agree- 
ment existing in the automobile indus- 
try. The Government has bought no aero- 
plane patents and shows no signs of 
buying them. Royalties will be paid on all 
aeroplanes manufactured, but those royal- 
ties will be paid by the manufacturers and 
not by the Government.” 


Eastern Steel.—Is to make improvements, 
extensions and concentrations at its plant, 
which will mean an increase of more than 
33% in the production of wrought and steel 
billets annually. 


Federal Sugar Ref.—Increased the price of 
granulated to 8.25. cents, up 25 points from 
the last previous quotatien. Other quota- 
tions are: American and National, 7.75 cents; 
Arbuckle and Warner, 8 cents. 


Fisher Body.—Received an order for 400 
aeroplane bodies, to be used at aeroplane 
training camps. As yet this company has 
received no orders for regular “fighters,” but 
these will undoubtedly come later. 


General Chem.—This company’s balance 
after pfd. dividends of $4,952,689 for the six 
months ended June 30, 1917, is equivalent to 
$31.47 a share earned on $15,732,900 common 
stock, against $35.18 a share the year 
previous. 


Goodrich (B. F.).—Earned a net income 
of $5,200,000 in the half year ended June 30, 
1917, a gain of $400,000 over the same period 
in 1916. The result reported was over and 
above the reservation for excess profits 
taxes. The profit was equal to approxi- 
mately 7% on the common stock, after al- 
lowing for the pfd. stock dividend. 


Hercules Powder.—Balance sheet, as of 
June 30, 1917, showed cash of $5,339,025; 
profit and loss surplus $13,972,152; total 
assets and liabilities $30,263,278. After de- 
ducting full preferred dividends for year, 
earnings for six months were equivalent to 
4158% on the common stock. Last year 
company earned about 228% on the common 
stock and paid cash dividends of 47% and 
47%4% in Anglo-French bonds. Thus far 
this year the company has paid 8% in cash, 
1% in special Red Cross dividend and 47% 
in Anglo-French bonds. 


Inter. Harvester.—This company’s order 
for motor truck bodies for the Government 
will bring operations as close to capacity 
as deliveries of materials and labor supply 
will permit. 


Inter. Mer. Marine.—The profits for year 
ended Dec. 31 are equivalent. to $42.10 a 
share earned on $51,725,500 pfd. stock after 
deducting $4,169,489 regular depreciation on 
steamships for 1916. This compares with 
$25.46 a share earned the year previous. Con- 
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solidated balance sheet, as of Dec. 31, 1916, 
shows a profit and loss surplus of $24,686,- 
172, compared with $14,548,128 Dec. 31, 1915, 
and $966,468 Dec. 31, 1914. 


Inter. Nickel.—Balance sheet, as of June 
30, 1917, shows a profit and loss surplus of 
$8,798,886. This company’s balance of $2,- 
940,127, after pfd. dividends for the quarter 
ended June 30, 1917, is equal to 7.02%, or 
$1.75 a share, on the common stock, against 
og or $1.89 a share, for the same quarter 
of 1916. 


Jewel Tea—Reports sales for the four 
weeks ended July 14, as follows: $1,140,012, 
against $916,153 last year. For the 28 weeks 
ended July 14, $8,253,881, against $6,080,001 
last year. 


Manhattan Elec. Supply.—Gross sales for 
the six months poh es June 30, 1917, were 
$2,529,757, as compared with $2,211, 273 for 
the same period in 1916, an increase of $318,- 
484, or over 14%. 


Midvale.—Net profits of $12,224,302 earned 
in the quarter ended June 30, 1917, is equiva- 
lent to $6.11 a share earned during the three 
months’ period on 2,000,000 shares of capital 
stock, or at the annual rate of $24.44 a share. 


Owens Bottle.—The N. Y. Stock Exchange 
announced that $500,000 additional 7% cu- 
mulative pfd. stock of this comprar, had 
been listed, making the total $7,757,400. 


Pierce-Arrow Motor Car.—The $2,066,932 
of surplus earned in the six months to June 
30 is equivalent to $6.66 a share earned on 
250,000 shares of common stock after allow- 
ing for dividend requirements on the pfd. 
stock. 


Poole Eng. & Mach.—Will seek to get a 
part of the United States Government ap- 
propriation of $640,000,000 for aeroplane 
construction. The company has been ex- 
perimenting along this line and has turned 
out the first completed aeroplane from its 
works at Hagerstown. It will be tested at 
New Brunswick, N. J., where the company 
has leased a large tract for an aviation field. 


Reading Coal & Iron.—More than 1,000 
puddlers have struck at three plants of this 
company at Reading, Pa. They demand 
$11.50 a ton, an increase of $1.75. Company 
offered $10.50. 


Savage Arms.—Declared a quarterly divi- 
dend of 14% on the common stock. The 
regular quarterly dividends of 134% on the 
first preferred and 14% on the second pre- 
ferred was also declared. The earnings of 
$2,493,963 in the six months to June 30, 1917, 
is equivalent to $19.13 on 88,355 shares of 
common stock. 


Saxon Motor.—Passed the dividend of 
$1.75 a share. After the meeting Harry W. 


Ford, president of the company, said that 
the action was taken in order to conserve 
cash resources. 


Studebaker.—Declared a dividend of 4% 
annually, reducing the stock from 10% basis. 


Tobacco Prod.—Earnings for the six 
months ended June 30 were at the annual 
rate of between $10 and $11 for the $16,- 
000,000 common stock after regular divi- 
dends on the $7,150,000 pfd. stock. These 
earnings compare with $5.42 for the full 
year 1916 and $2.60 for 1915. 


United Cigar Stores.—Earnings for the 
six months ended June 30 showed a gain of 
60% over the first half of 1916. This is a 
remarkable showing, particularly in view of 
the fact that the company conducted an ex- 
tensive expansion program during the 
period. 


U. S. Ind. Alcohol.—Declared a cash divi- 
dend of 16% from the earnings for year 
ended Dec. 31, 1916, payable Oct. 1 to stock 
of record Aug. 20; also a cash dividend of 
16% for 1917, payable Dec. 1 to stock of 
record Oct. 20. 


U. S. Rubber.—$60,000,000 U. S. Rubber 
first and refunding 5% mortgage bonds have 
been listed in exchange for outstanding in- 
terim receipts and certificates for bonds. 
Consolidated income account, three months 
ended March 31, 1917, of this company and 
subsidiaries, as filed with the New York 
Stock Exchange, shows a balance for the 
period amounting to $2,151,497 before the 
payment of dividends. 


U. S. Steel.—Declared, along with the reg- 
ular pfd. dividend of 14%, payable Aug. 30, 
and the regular common dividend of 14%, 
payable Sept. 29, an extra common dividend 
of 3%, payable Sept. 29, books closing Aug. 
31 and opening Sept. 5 

Va. Caro. Chem.—tThe balance after pfd. 


dividends for year ended May 31 of $3,055,- 
442 is a to $10.91 a share earned 


on $27,984 common stock, compared 
with $10.39 a share the year before. 
Willys-Overland.—Official figures just 


given out by the company gives sales of au- 
tomobiles for July 12,049 cars, as compared 
with 9,901 cars for the same month of 1916. 


Wilson & Co.—Purchased nine canneries 
for over $500,000. Five canneries are in In- 
diana, three in Wisconsin and one in Michi- 
gan. Wilson & Co. are in the market for 
150,000 square feet of warehouse space for 
storage of canned goods, shipped in from 
different plants west and south. 


Wright-Martin.—Has planned to increase 
aeroplane engine output from four to fifty 
daily. It is stated that the company will 
need $11,000,000 additional working capital. 
It is thought the Government may advance 
the money. 














Railroad and Industrial Inquiries 





Chicago & Great Western 


H. K., Astoria, L. I—Chicago & Great 
Western, Pfd., cannot be classed as an invest- 
ment. Even in a period of abnormal railroad 
earnings, last year, this road barely covered 
the 4% dividend requirements of the stock, 


and its present rate of earnings has been con-" 


siderably reduced owing to the high cost of 
maintenance and operation, the malady which 
is afflicting railroads in general. This com- 
pany does not derive any appreciable benefits 
from the recent rate increases. While the 
property is in the best physical condition in 
its history and compares favorably in this re- 
spect with other roads in the same territory, 
it is not a trunk line, and is, therefore, not in 
a position to secure favorable terms on inter- 
changes of traffic with other railroads. Judg- 
ing from the past and looking to the future, 
there does not seem much to get enthusiastic 
over, and we believe that you would be ex- 
tremely wise to accept your profits on the 
stock, waiting for the first good rally. 


Chicago & Northwestern 


L. B.. A. New York City—Chicago & 
Northwestern is one of the best of the rail- 
road investment stocks. The road is now 
earning a large margin over its common divi- 
dend requirements of 7%. That rate has been 
paid on the stock for many years. The stock 
is now selling lower than it has sold‘in a 
decade. It may go lower, but a purchase at 
this price should eventually prove extremely 
profitable. 


Gulf States Steel 


D. S., Oak Park, Ill—Gulf States Steel's 
henomenal age bod of the past two years 
as been due almost entirely to conditions 
brought about by the war. There is no ques- 
tion that the company has greatly strength- 
ened its position financially and physically. In 
fact it has been established on such a firm 
financial basis that nothing short of gross 
mismanagement should ever again reduce the 
company to the state of poverty which it was 
in three years ago. As for its physical con- 
dition, the plants of the company have been 
practically rebuilt, so that now it is an ef- 
ficient working organization in every respect. 
In 1916 the company earned a balance for the 
common stock of .25 a share, as compared 
with $10.17 a share earned in 1915. Current 
earnings are running in excess of $30 a share. 

What you must consider, however, is net so 
much what the company is now earnin 
the outlook for earnings a year hence. Steel 
priees are at unheard of levels and the profits 
of steel companies as a consequence are un- 
precedented. This abnormal situation cannot 
continue indefinitely. Already there are signs 
that a deflation in prices thas started. A de- 
flation sooner or later would come about as 
the result of economic laws. But there is 
eyery probability that it will be hastened by 
ie Government's sregrem for price fixing, 


and by the readjustment of the business of 
the country to war conditions, now that the 
United States is a participant. Finally, there 
is the general market 5 ages to be considered, 
and this is uncertain. e will not go into de- 
tails on this phase of the situation, but refer 
you to the editorial columns of the MacGazine. 

We regret to see that you have purchased 
Gulf States Steel at such a high price as $165 
a share, for that price was undoubtedly due 
to artificial conditions. There is little encour- 
agement for the hope that you will be able to 
get out of the stock without a loss for a num- 
ber of years to.come. In the meantime you 
may have to carry it through a prolonged de- 
cline. You should make up your mind to accept 
your loss now and avoid the risk of taking a 
heavier one. If you sell and something unex- 
pected occurs to put the stock much higher 
again, you would justly feel disappointed, but 
that is not likely to happen in the near future 
at least, and if you sell the stock now, we 
believe that you will undoubtedly have the 
satisfaction. of seeing prices generally at very 
much lower levels, such as will offer you the 
opportunity of reinvesting to great advantage. 





Mercantile Marine 


A. S., Little Ferry, N. J.—International 
Mercantile Marine, Pfd. was depressed by 
Washington news indicating that shipping 


companies would be forced to reduce their 
rates. The U. S. Government regulation of 
freight rates would be effective in curtailing 
the earnings of the Marine company, but it 
would not be such a bearish argument on the 
steck, as it apprehended in some quarters, 
for the simple reason that the largest part of 
the-Marine company’s fleet is operated under 
=e registry and would not be subject to 

Government control. The earnings of 
dl American line do not cut a very big figure 
in the total earnings. ‘The British Sone: 
ment has already taken about 80% of the ex- 
cess profits of the British subsidiaries of the 
Marine company for war taxes. 

The big bull card on International Mercan- 
tile Marine, Pfd., is the possibility that a plan 
will be devised for thé payment of the ac- 
crued dividends on the stock, or that the pres- 
ent funded debt of the company will be re- 
deemed, thus giving the preferred stock a 
prior lien on future earfiings and placing it in 
a strong position as to équities, but the whole 
outlook as regards the consummation of any 
such plans is shrouded. in uncertainty. Not 
alone that, but the futire earnings’ position 
of the company is very largely dependent upon 
the war developments from now on. There 
is so much that is speculative about the future 
of the Marine stocks that we do not feel justi- 
fied in making any positive forecasts as to 
their market movements. We can only say 
that the possibilities for speculative profits are 
offset by the risk a in a purchase or 
holding of the preferred stock, which risk is 
not the kind to be assumed by a man who 
cannot afford to lose. 
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BONDS 4» INVESTMENTS 








Bargains in Small Bonds 
Opportunities for the Investor of Moderate Means—Trend 
of Long Term Issues—Buying “Down and Back” 





By IRVIN GILLIS 





HE man with a big lot of money 
hasn’t a monopoly on _ op- 
portunities to purchase good 
bonds cheaply. There is room 

for “elephants and mice too.” Of 

course it is too bad that some of the 
good short time issues are not put out 
in $100 pieces, but both in short and 
longer term bonds, the $100 investor 
can treat himself to unusual advan- 
tages in the present day bond market. 

However, it is only fair to caution 
against the idea that it is time to buy 

a bond because it’s good—and cheap. 

Bonds of long time maturity will tend 

downward until conditions warrant a 

general trend the other way. With taxes 

increasing, the cost of living mounting 
and interest rates of money tightening, 
long term bonds may go quite a little 
lower. The long term bonds listed be- 
low, however, can very safely be 
bought on the way down and back. 
Foreign bonds are much in evidence 

in the list given. In my opinion there 
is where most remarkable values lie. 
Don’t forget that foreigners had the 
courage, or nerve, to back the Colonies 
in their fight for independence in the 
1770s and that this country didn’t even 
have a responsible government, until 
1787. Don’t forget that in the Civil 
War this government’s bonds were 
selling on something like a 15 per cent. 
basis, gold. There is nothing certainly, 
even in the supposed German “peace 
terms,” to indicate the slightest danger 
of repudiation or compromise on the 
external, secured tax free securities of 
the Allies. 


Chicago, Milwaukee ‘and St. Paul Con- 
vertible 414s, Due June 1, 1932 
These bonds when first issued, were 


unsecured debentures, but are now se- 
cured with two other “debenture” is- 





sues, equally with the General and 
Refunding mortgage which will ulti- 
mately retire this issue. The company 
bas $115,845,800 preferred stock pay- 
ing 7 per cent. and $117,406,000 com- 
mon paying 4 per cent. Whatever one 
may think about the next little move 
in St. Paul common, the safety of these 
4¥%s will remain unchallenged. They 
are cheap because investment credit is 
dear. These convertible 4s are legal 
for savings banks in New York, Massa- 
chusetts, Connecticut, etc. 

-The conversion feature entitles the 
holder to common stock at par prior to 
June 1, 1922. There isn’t much market 
value to a call on St. Paul common at 
par, even for one good for nearly five 
years, but the speculative feature of 
these bonds may yet be spoken of fre- 
quently before the middle of 1922 
comes round. The 4%s are active on 
the New York exchange and are quoted 
around 87%. 


American Waterworks & Electric Col- 
lateral Trust 5s, Due April 1, 1934 


The company is a reorganization of 
the old American Waterworks & Guar- 
antee Company, the J. & W. S. Kuhn 
property, wrecked by the guarantee of 
speculative irrigation project bonds. 
The new company has taken over the 
sound, well established proved earn- 
ing water companies and the prosper- 
ous West Penn traction and power 
system. 

These collateral 5s are secured by a 
large proportion of the stocks and 
bonds of the subsidiary corporations. 
Earnings show up very well, as sug- 
gested before, and first preferred 
stock is now on a dividend basis. The 
5s have less than seventeen years to run 
and can be bought at around 71. They 
are a real bargain as a_ business 
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man’s investment, but don’t buy too 
many now. They may go still lower 
and be still more of a bargain. But 
at least put them down as well worth 
watching and don’t let the next big 
bond market catch you without a few 
in your box. 


St. Louis-San Francisco Prior Lien 4s 
and 5s, Due July 1, 1950 


Both 4s and 5s are of the same issue. 
The St. ‘Louis-San Francisco has “al- 
ways” been a splendid earner. The 
credit of the old company was woe- 
fully abused or else any bonds of the 
system might have little chance of get- 
ting into this article. The new com- 
pany is “under new management” and 
the reorganization issue, the 4s and 5s, 
occupy a strategic position. They are 
a first lien upon the whole St. Louis- 
San Francisco system proper and 
equipment, subject only to about fifteen 
millions of underlying liens and equip- 
ment bonds. Under the present scheme 
of capitalization these bonds would 
have shown their interest splendidly 
taken care of in all recent years, good 
and bad. The Prior Lien 4s and 5s are 
active on the New York exchange. 
They were not well handled when first 
brought out, and besides have suffered 
from a great deal of liquidation from 
abroad where the old St. Louis and San 
Francisco securities were principally 
held. Therefore, these 4s and 5s are 
selling about ten points out of line, in 
comparison with other securities. 
The 5’s have been as high as 8834 this 
year. They are now quoted around 79. 
They are a fairly long term bond and 
may go lower—but watch them—they 
are good. 


American Telephone and Telegraph 
Collateral 4s, Due July 1, 1929 


Stock of controlled subsidiaries, in- 
cluding 399,804 shares of New York 
Telephone, 261,000 of Chicago Tele- 
phone, etc., secure this issue. The 
earning power of the American Tele- 
phone and Telegraph is so well estab- 
lished and the progressive conservatism 
—that’s just what I mean—of the man- 
agement is so widely acknowledged that 
the bonds would be perfectly good with- 


out any collateral security. These 4s are 
legal for savings banks in Massachusetts 
and Connecticut. Besides enjoying a 
good market on the New York and Bos- 
ton exchanges, they are traded in on the 
London Exchange. 


Wisconsin Edison Convertible Deben- 
ture 6s, Due May 1, 1924 


The company controls the Wiscon- 
sin group of the North American Com- 
pany properties. Among the Wiscon- 
sin Edison subsidiaries is the Mil- 
waukee Electric, Railway and Light. 
Street Railways, interurbans, steam 
and hydro-electric power and light, gas 
and steam heating services are fur- 
nished in a very prosperous and thickly 
populated section of Wisconsin, includ- 
ing the city of Milwaukee. 

The properties are fortunate in 
operating under the regulation and 
power of the Wisconsin Public Serv- 
ice Commission. This particular com- 
mission has a little habit of ordering 
sudden increases in rates as well as re- 
ductions. 

Of the Wisconsin Edison notes, $6,- 
500,000 are outstanding with $3,598,000 
owned by the North American Com- 
pany. $10,000,000 are authorized in all. 
The notes are not mortgage obligations 
but the earnings of the subsidiaries 
show up well, running over double all 
charges including subsidiary bonds. 
The notes are convertible into Wiscon- 
sin Edison stock at 80 until May 1, 
1923. The stock is declaring dividends 
at the raté of $2.00 a year, and is sell- 
ing at 45. The conversion privilege 
doesn’t count in the price of the notes 
at the wide market 91-96. 


United States Rubber 5s, Due January 
- 1, 1947 


This $60,000,000 issue was placed at 
9634 by a syndicate managed by two of 
the largest houses in New York. It is 
secured, directly and indirectly, by all 
the property of the company, subject 
only to $11,600,000 underlying liens un- 
provided for, but for which additional 
5s may be sold. The bonds have a 
small sinking fund provision and the 
common stock cannot come in for any 
dividends until and unless quick assets 
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exceed all the debt of the company and 
its subsidiaries. 

The bonds were sold to provide for 
large maturities in January, 1918, and 
to fund a large floating debt. The 
financing was one of the cleverest 
pieces of business put through in a long 
time. The company received a great 
deal more for the bonds than they 
were worth, according to conditions at 
the time and they have stéadily de- 
clined, now selling at 84. They are 
certainly cheap and good, but they 
have to be compared with other fairly 
long time bonds such as the St. Louis- 
San Francisco Prior Lien 5s selling 
well below 80, so the Rubber bonds may 
go off some more. Watch them and 
buy on any sharp break. Be sure to 
have some at the beginning for the 
next big upward swing in the bond 
market, They have quite a long way 


ran over 2% times requirements, It 
is not necessary, therefore, to worry 
about the value of the pledged fund or 
the pledged income therefrom, or 
about the over-expansion of other 
Canadian roads. However, these notes 
are redeemable at par on 60 days no- 
tice. While the probability of their be- 
ing called is exceedingly remote, the 
price is not at all apt to soar far above 
present quotations because of the call 
figure. They now yield 5.60% figuring 
on payment at par in 1924. 

Imperial Japanese Government Second 

Series 414s, Due July 10, 1925 


Of this £30,000,000 issue £6,046,- 
380 have been redeemed at the call 
price of par. Besides the credit of the 
Japanese Government these bonds are 
a mortgage on the revenues of the to- 
bacco monopoly subject to $23,492,000 








SELECTION OF ATTRACTIVE $100 BONDS 


Interest Approximately 

Rate Due Date Price Yield 
Chicago, Milwaukee & St. Paul.............. 4% June 1, 1932 87% 5.75 
American Waterworks & Electric.......... April 1, 1934 71 8.00 
St. Louis & San Francisco...............++- July 1, 1950 79 6.55 
American Telephone & Telegraph.......... July 1, 1929 87 5.50 
Wisconsin Edison ..........cccsccscccecees May 1, 1924 91-96 IPR 
Cte Se Is on bai css desdncesonede January 1, 1947 84 6.20 
Coe EE ndannecsicavncsecevecduceawns March 2, 1924 1015% 5.60 
Japanese Government ............++++++++++ 4% July 10, 1925 87 6.60 
Japanese Government (“German stamped”).. 4% July 10, 1925 81 1.15 
Cir GE Fea cpcccsecocssesccenessscovsess October 1, 1921 935% 7.95 
Ame AOEEED «osc adaecevesecscceccenecessees October 1, 1920 9354 7.20 
American Foreign Securities................ August 1, 1919 955% 7.50 
Bordeaux, Lyons & Marseilles.............. November 1, 1919. 95 8.50 








to run before maturity and unless con- 
ditions in the company radically change, 
these* fives may be selling well above 
par within a very few years. 


Canadian Pacific 6% Note Certificates, 
Due March 2, 1924 


Some $52,000,000 of these notes are 
outstanding. They are secured by a 
special fund, composed of deferred 
payments on lands of the company al- 
ready sold, and securities in which the 
proceeds of land sales have been in- 
vested, aggregating a sum more than 
covering the par value of these 6s. 
The least the Canadian Pacific system 
has earned for its fixed charges in re- 
cent years was in 1907 when earnings 


other 4%s. The second series .4%s 
provide that principal and interest 
shall be paid in war or peace, to friend 
or foe. There are a large number 
“German stamped,” which are not good 
delivery in London. However, the in- 
terest is even now payable upon pres- 
entation of the coupons in’ New York. 
The German stamped bonds are selling 
very low. ° 

Of course history is rapidly being 
made these days and no one can tell 
how the credit of the rather military 
Japanese Government will stand by 
1925, so the bonds cannot be recom- 
mended as a widows only holding. They 
are undoubtedly cheap and worthy of 
a place in this list of bargains. They 
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are quoted in New York on a basis of 
$5 to the pound sterling, while the 
pound sterling is normally $4.8666 and 
now about $4.76, so the arbitrarily 
based quotations are actually not quite 
as low as they look, but they are cheap 
enough at 87, while the German 
stamped bonds are selling around 81. 


City of Paris External 6s, Due October 
1, 1921 


This $30,000,000 issue is the only ex- 
ternal loan of Paris. The proceeds were 
required principally because of the un- 
usual expenditures of Paris on account 
of the war, including the alleviation 
of suffering directly cdused by the pres- 
ent conflict. The bonds are not a 
specially secured issue, but are a direct 
obligation. They are payable in New 
York in dollars and at Paris in francs 
at 5.50 francs per dollar. As French 
exchange is normally around 5.18 
francs per dollar, there is some possi- 
bility of profit from an improvement in 
exchange rates. However, the bond 
needs no speculative feature to make 
it attractive. It is active on the New 
York exchange and is currently quoted 
around 935% to yield 7.95%. 


Anglo-French 5s, Due October, 1920 
This issue of $500,000,000, a joint ob- 


ligation of Great Britain and France, 
was floated in this country by a syndi- 
cate of 288 national banks, trust com- 
panies, and investment banking houses, 
headed by Messrs. J. P. Morgan & Co. 
They were issued to finance purchases 
of supplies in the United States. They 
are not specially secured but are con- 
vertible .into joint and several 442% 
bonds of the Allies maturing October 
15, 1940, but callable October 15, 1930 
and after. The average price of the 
French rentes and English consuls has 
been so high in the past that the long 
term joint bonds into which the Anglo- 
French bonds are convertible would 
have to sell at around 125 to be on a 
parity of the older securities in normal 
times. ° The Anglo-French 5s are not 
so attractive in some ways aS a specu- 
lation as the French convertible 5¥%s 
of April, 1919, which are available only 
in $1,000 denominations, but the issue 


described above has sold as high as 

98% since issue and at the present 

price of 935 yields 7.2%, a splendid 

investment, with a nice little specula- 

tive possibility. 

American Foreign Security Company 5s, 
Due August 1, 1919 


The company part of this issue is 
simply a means by which an affiliation, 
in limited liability form, of the largest 
banks and investment houses in this 
country loaned France $100,000,000 for 
which it holds the note of the French 
Government to repay the loan and in- 
terest. France has deposited as se- 
curity bonds of countries still neutral 
to the extent of about $100,000,000, 
Suez Canal shares with a market value 
of over $11,000,000 and American cor- 
poration bonds valued at over $3,500,- 
000 together with other securities 
making up 120% of the par of the notes. 
The 20% excess market value must at 
all times be maintained. These notes 
are very active on the New York Stock 
Exchange and are in my opinion abso- 
lutely safe. They are selling around 
955% and yield 7.50%. They might go a 
little lower, but just remember the 
quality of this security and the yield 
now offered, say five years from today. 


Bordeaux, Lyons & Marseilles 6s, Due 
November 1, 1919 


These are three distinct issues of 
$12,000,000 each. They are the only 
external loans of the three cities, but 
have no special security other than that 
expressed by the direct obligation of 
the cities named. The proceeds’ were 
used to alleviate suffering caused di- 
rectly by the war and for other muni- 
cipal purposes. Bordeaux has about 
261,000 population, Lyons has nearly 
525,000 people, and Marseilles over 
550,000. The funded debt exclusive of 
these notes, is respectively about $9,- 
000,000, $18,000,000, and $23,000,000. 
The three issues are payable in New 
York in gold and in Paris in francs at 
5.60 francs per dollar. If at maturity, 
the exchange should be again normal, 
the holders of the notes would have an 
exchange profit of about 8%. They are 
now selling around 95, yielding 8.50%. 














Organizing the Investor 


Investors’ Protective Association of America—“An Associa- 
tion of Investors Organized not for Profit, But for Mu- 
tual Protection’ —Principles It Represents and What 
It Hopes to Accomplish 





By E. MARSHALL YOUNG* 





HE failure of the present opera- 
tion of the corporate form of 
business organization to pro- 
tect equally the investor, the 

shipper, and the public, “logically sug- 
gests a new period of co-operation and 
co-ordination, in which due consider- 
ation will be given to the interests of all 
concerned, and the elimination-of waste, 
inequality and inefficiency.” 

That is the conclusion expressed by the 
Guaranty Trust Company of New York, 
in a recently issued booklet in discussion 
of the present railroad situation. And 
the same logic can be applied to the coun- 
try’s public “utility and industrial cor- 
porations. 





Security Holders Unorganized 


With all due consideration for any at- 
tempts which have been made in the past 
toward the organization of stock and 
bondholders of American railroad, pub- 
lic utility or industrial corporations, it 
must be admitted that there never has 
been in the history of the country 
any comprehensive movement to bring 
about co-operation and co-ordination 
of all of the component parts of the na- 
tion’s corporate enterprises, 

Attempts along the lines ofa sort 
of specialized co-operative organization 
have been made. Efforts afe being made 


to bring a small portion of the investing - 


public to a realization that active interest 
and participation in the affairs of their 
companies is vitally essential if the best 
security of their investments is to be 
obtained. 

But, until the Investors’ Protective 
\ssociation of America, with headquar- 


ters in Boston, was,organized under the 
laws of Massachusetts in March last, I 
know nothing so ambitious, so far-reach- 
ing and so public-spirited that has been 
done in the interest of democratization 
of the country’s corporate life. 

And it is significant that the men who 
got behind this great forward movement 
placed at their head Nathan L. Amster. 
It is not necessary to tell readers of the 
MAGAZINE OF WALL Street who this 
man Amster is. His fight for stock- 
holder representation in the affairs of 
the Chicago, Rock Island & Pacific Rail- 
road is known to them in all of its un- 
precedented details. 

Suffice to say thatea leading New York 
newspaper the other day described liis 
fight as one which had commanded the 
respect and admiration of even the pow- 
ers that be in financialdom. This, even 
though he fought some of them, and de- 
feated them. 


Fifty Billion Invested 


It is estimated that more than $50,- 
000,000,000 is invested by the people of 
the United States in the securities of 
railroad, public utility and industrial cor- 
porations. What portion of that amount 
represents the entire savings of the in- 
vestors, has not been determined with 
any exactness. * But think of it—through- 
out the life of American corporations 
that vast accumulation of money has not 
been protected by any organized effort 
on the part of the investors. For gen- 
erations, despite the many evidences all 
around them of the value of co-operation, 
security holders, when they have taken 
any action, have done so as idividuals. 
They have represented no power; no 


-*Mr. Young, who wrote the accompanying article at our request that he outline the 
principles and purposes of the Investors’ Protective Association of America, is in charge of 
the publicity of that organization whose headquarters are in the Equitable Building, 


Boston, Mass. 
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force for self-protection or the conserva- 
tion of their properties. 


Such a Condition Is Paradoxical 


The history of American corporate 
life is replete with cases’ of successful 
and most cunning and astute rascality. 
Widows whose husbands have left them 
gilded certificates of part ownership in 
corporations as their only bequest, fre- 
quently have seen their equity wiped out 
by misdirected business judgment, wil- 
ful recklessness or financial incompe- 
tency of corporate managements. Others 
whose deceased husbands left a little in- 
surance with which to provide their 
widows a means of support, have in- 
vested the proceeds of their policies in 
supposedly safe enterprises, only to one 
day witness the shattering of their hopes 
of profit. And none of these have had 
the power to wield for the protection of 
their rights. 


Within the Law 


In past records of swindling, ulterior 
reorganizations, unjustifiable -receiver- 
ships, fake rehabilitations, and like ills 
of corporate manipulation and financing, 
men have operated in avenues into which 
the courts have been unable to follow 
them. Stockholders have made their 
voices heard in appeals to the law, and 
they have been told that they must find 
their remedy and salvation within the 
corporation itself. 

But, without organization, scattered 
and helpless, they have thrown up their 
hands and let matters take their course. 
Meanwhile, they have uttered useless 
recriminations against the men who were 
the cause of their misfortunes. 

The movement headed by Mr. Amster 
aims to prevent recurrence of ills rather 
than to be a means of salvage. 

The corporate form of business or- 
ganization per se is not to be blamed. 
It is the consistent apathy of stockholders 
and bondholders which has made abuses 
possible. It*is not the system which is 
wrong. Fundamentally, it is right; or 
as near right as it can be. It is the op- 
eration that is wrong. 

After consenting to head the new or- 
ganization of the owners of American 
corporations, Mr. Amster called a meet- 
ing in New York of the advisory council 


of the association which is composed of 
influential and public-spirited men, many 
of whom are of national repute. He 
outlined to them his ideas of preventives. 
Some of these may be stated in brief. 


Aims of the Association 


(a) Prevent abuses by stockholders, 
insisting upon full and frank publicity 
of all corporate financial activities, and 
the general affairs of interest. 

(b) Do away with the election of 
dummy directors. 

(c) Stockholders should display an 
active interest in the affairs of their com- 
panies ; should realize their duties as pro- 
prietors and act accordingly, and should 
be advised, at least thirty days prior to 
election, of the men it is proposed to 
name as directors of their companies. 

(d) Stockholders should name reor- 
ganization committees instead of allow- 
ing them to be self-appointive. 

(e) Directors should be directly re- 
sponsible at all times to stockholders, as 
should corporate managements. 

(£) Corporation waste arid inefficiency 
should at all times be vigorously opposed 
by stockholders. 

The advisory council of the associa- 
tion discussed these preventives. _They 
accepted them and incorporated them in 
a definite platform. With an enthusiasm 
which promises much for the ultimate 
success of the association, they set them- 
selvés to the work of bringing their de- 
cisions home to the investors of the coun- 
try. 

Growing Membership 


I am informed that the membership is 
growing steadily. It is obvious that the 
power and beneficial influence of the or- 
ganization will depend largely upon the 
size of the membership. Pledged to a 
platformi which incorporates such re- 
forms as I have enumerated, the asso- 
ciation must of necessity be a powerful 
influence toward making the corporate 
structure of the country sound. 

In a time when the world is turning 
its attention to making the government 
responsible to the people, such a move- 
ment is significant. The response of na- 
tions such as: Russia to the democratic 
impulse is an indication of the change 
that is fast absorbing the earth of men. 
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Investment Offerings 





(Under this caption we will publish from time to time a list of what we regard as conserva- 


tive investment offerings by firms of unquestioned reliability. 


These securities will be of the 


type that should interest investors who regard safety of principal as the primary consideration in 


making their commitments.—Editor.] 





OUTHWESTERN POWER & LIGHT 
COMPANY, First Lien 5% Gold 
Bonds. Dated June 1, 1913. Due 
June 1, 1943. Interest payable June 1 
and December 1 in New York. Re- 

deemable as a whole but not in part, except 
for Sinking Fund, on June 1, 1918, or any 
interest date thereafter, at 105 and accrued in- 
terest, upon six weeks’ published notice. Cou- 
pon bonds, $1,000, $500 and $100, registerable 
as to principal only. Registered bonds of 
$1,000 denominations interchangeable with Cou- 
pon bonds of like denominations. Free from 
normal Federal income tax. Price on appli- 
cation to William P. Bonbright & Co. Nassau 
and Cedar Streets, New York. 


ELECTRIC AUTO-LITE CORPORATION, 
$5,000,000 6% Secured Gold Notes. Authorized 
and to be presently issued, $5,000,000. Due: 
$2,000,000, Series A, August 15, 1918; $3,000,000, 
Series B, August 15, 1919. Dated August 15, 
1917. Interest payable semi-annually August 
15 and February 15. Principal and interest 
payable in New York. Coupon notes, $1,000 
denomination. Redeemable as a whole or in 
part upon any interest date, after thirty days’ 
notice: Series A Notes at 101%; Series B 
Notes at 102%. Farmers Loan and Trust Com- 
pany, New York, trustee. Offered: One Year 
(Series A) Notes 99% and interest, to yield 
over 6%%. Two Year (Series B) Notes 98 and 
interest, to yield over 7%, by the National City 
ae National City Bank Building, New 

ork. 


CITY OF LONDON, ONTARIO, $760,000 
(Dominion of Canada), 5%% Gold Bonds. 
Dated August 1, 1917. Due August 1, 1922. In- 
terest payable February 1 and August 1. Prin- 
cipal and interest payable in gold at Bank of 
Montreal in Toronto, London and New York 
City. Coupon bonds in denominations of 
$1,000. Price 98.87 and accrued interest, yield- 
ing 6%. Offered by Wood, Gundy & Com- 
pany, 14 Wall Street, New York. 


THE TWIN STATE GAS & ELECTRIC 
COMPANY, First and Refunding Mortgage 5% 
Gold Bonds. Dated October 1, 1913. Due 
October 1, 1953. Redeemable on October 1, 
1923, or on any interest date thereafter, at 105 
and interest, upon sixty days’ published notice. 
Interest payable semi-annually, April 1 and 
October 1 at Guaranty Trust Company of New 
York. Coupon bonds in denominations of $100, 
$500 and $1,000. Registerable as to principal. 
Guaranty Trust Company of New York, trustee. 
Price on application to William P. Bonbright 
& Co., Incorporated, New York. 


CHICAGO & WESTERN INDIANA RAIL- 





-May 1, 1917. 


ROAD COMPANY, $15,000,000 One-Year 6% 
Collateral Gold Notes. Dated September 1, 
1917. Due September 1, 1918. Interest pay- 
able March 1 and September 1 at the office of 
J. P. Morgan & Co. The notes are issued in 
coupon form, in denominations of $1,000, $5,000 
and $10,000. Authorized issue limited to 
$15,000,000. Redeemable, in whole but not in 
part, at 100% and interest, on sixty days’ no- 
tice. Offered for subscription at 99% and in- 
terest, to yield about 64% by J. P. Morgan 
& Co.; First National Bank, New York City; 
National City Company, New York City; 
Harris, Forbes & Co., New York City. 


MARK MANUFACTURING COMPANY, 
Three Year 6% Secured Gold Notes. Dated 
June 1, 1917. Due June 1, 1920. Redeemable 
on 60 days’ published notice at 103 and accrued 
interest up to and including June 1, 1918, at 
102 and accrued interest up to and including 
June 1, 1919, and thereafter before maturity at 
101 and accrued interest. Principal and semi- 
annual interest, June 1 and December 1, pay- 
able at the Continental and Commercial Trust 
and Savings Bank, Chicago, or at the First 
National Bank, New York City. Denomina- 
tions $1,000 and $500. Registrable as to prin- 
cipal. Offered at 99% and interest, yielding 
about 6.20%. By Child & Levering, 39 South 
La Salle Street, Chicago, and Peabody, Hough- 
teling & Co., 10 South La Salle Street, Chicago. 


PAN AMERICAN PETROLEUM & TRANS.- 
PORT COMPANY, $7,000,000 First Lien Ma- 
rine Equipment 6% Convertible Gold Bonds. 
Dated July 1, 1917. Due Serially, January 1, 
1918, to July 1, 1927. Denomination $1,000. 
Interest payable January 1 and July 1. Con- 
vertible into common stock at the rate of $1,200 
bonds for $1,000 common stock. Redeemable 
in whole or in part at 105 and interest on nine 
weeks’ notice. The company agrees to pay the 
Normal Federal Income Tax while it may law- 
fully do so. Columbia Trust Company, trustee. 
Price: First two maturities on application, bal- 
ance 100 and interest, yielding 6%. Offered by 
Hayden, Stone & Co., New York. 


WEST END STREET RAILWAY CO, 
$1,581,000 7% Bonds. Due August 1, 1920. 
Legal investment for Massachusetts savings 
banks. Price 102 and interest, to yield 64%. 
Offered by Lee, Higginson & Co., New York 
City and Boston. 


WEST VIRGINIA TRACTION & ELECTRIC 
CO., $1,800,000 6% Bond Secured Notes. Dated 
Due May 1, 1919. Price 98% and 
interest yielding 6%%. Offered by Bonbright 
& Company, New York City. 
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The Philadelphia Company 


Recent Advance in Stock Reflects the Large Earnings of the 
Natural Gas Department —Corporate Structure — 
Capitalization — Recent Plan Analyzed 
Common Stock Undervalued 





By JACOB SCHMUCKLER, A.M. 





ONSIDERABLE attention was 
called in the earlier part of 
last month to the large pros- 
perity of the Philadelphia 

Company, and chiefly to the great ac- 

tivity of the natural gas department, 

by the advance in its common stock. 

This property is primarily a natural 

gas proposition, and through control 

of many subsidiaries, it acts as a hold- 
ing company for the Pittsburg invest- 
ment of the United Railways Invest- 
ment Company. Its corporate struc- 
ture is quite complicated, although its 
business can be summarized under the 
following three heads: (1) Natural 

Gas. (2) Electric light and power. (3) 

Street railways. Of lesser importance 

are the oil and coal divisions of the 

business. 





Natural Gas 


This is the main department of the 
business, and has especially good 
promise. Through control of many 
subsidiaries, the property distributes 
and markets natural gas  through- 
out the Pittsburg district, and 
produces and supplies this product in 
West Virginia and Pennsylvania. The 
company and its subsidiaries control 
about 2,000 wells with a daily capacity 
of 260 million cubic feet, located on 
lands to which it has the gas rights, 
and which comprise about 683,864 
acres in Pennsylvania, West Virginia 
and Ohio. Pipe lines total 3,324 miles, 
of which 1,261 are distribution lines, 
and 2,063 transportation and well con- 
necting lines. The fundamental struc- 
ture and elasticity of the whole sys- 
tem is very satisfactory. 


Reflecting the great activity in the 
Pittsburg district in the last few 
years, the number of the company’s 
consumers has indicated good gains. 
The rate to industrial consumers 
was raised to twenty cents a_thou- 
sand cubic feet last month; and domes- 
tic consumers are charged 27% cents. 
Analysis of the statistics of natural 
gas sales indicates regular growth 
since the close of the 1914 fiscal year 
(ended March 31) and on the whole 
there has been an upward tendency for 
a good number of years. -A study of 
the figures of gas sales and the pro- 
duction of pig iron in Allegheny 
County shows quite clearly that bot! 
exhibit about the same course of fluc- 
tuations, though it is significant to 
note that the company’s dividend 
record has remained practically un 
broken since 1886. 

The comparative condensed income 
account of the Philadelphia Company, 
other chief natural gas properties and 
the Philadelphia Oil Company, for 
years ended March 31, 1913-1917, in- 
clusive, are shown by the graphic 
which accompanies this article. 

Excepting for the 1915 fiscal year, 
when industrial activity was at com- 
paratively low ebb in the Pittsburg 
district, both the gross and net earn- 
ings of the natural gas department 
show steady gains. It is interesting 
to note the comparatively small pro- 
portions of gross consumed by opera- 
tions, and more so, that in each year of 
the period earnings from this depart- 
ment alone were sufficient to pay fixed 
charges on the parent company’s obli 


“gations by a large margin and to con- 
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tribute a good portion of the dividend 
on the common stock. In view of the 
great activity in the territory served 
and the high prices for coal, officials 
are very confident that this depart- 
ment will show good expansion in the 
present year, though they realize quite 
well that the continuance of the cur- 
rent prosperity is contingent upon 
changes in the industrial conditions of 
Pittsburgh, and naturally’ look for 
some setback with the passing of the 
intense boom. 
tain that earnings will fall off tem- 
porarily with the slackening in indus- 
trial activity, there can be no very se- 
rious misgivings that the company will 
retain part of its newly acquired busi- 
ness, and will in time show further 
growth. 

But questions naturally arise as to 
how long the natural gas supply will 
last and what provisions are being 
made to protect investors against such 
a contingency. According to an in- 
vestigation by competent engineers 
and geologists, it is estimated that the 
“proven gas for future use” has a to- 
tal volume of 539 billion cubic feet. If 
to this be added the gas that will be 
produced from under the lands held for 
“chance” and one-third be deducted to 
make provision for loss, the grand to- 
tal would be 1,743,696,000 thousand cu- 
bic feet, exclusive of the land in Ohio. 
Assuming an annual sale of 40 billion 
cubic feet of gas, about the largest 
amount seld until 1916, the company, 
therefore, has a reserve supply of 
twenty-nine years. 

It is also important to make clear 
that the company does not capitalize 
its future gas production or prelimin- 
ary expenses in connection with get- 
ting the wells in order to produce 
gas—but only physical assets. The 
preliminary expenses are considered 
as deductions from income, and the 
few intangible values are carried at 
markedly low figures in the balance- 
sheet. Considering the especially high 
levels of prices for materials used in 
connection with equipment of all sorts, 
the physical assets are also carried at 
low figures. I am informed that it is 
the policy of the company to capitalize 


However, while it is cer-. 


only the costs of materials in its wells 
and to write off the value of its wells 
over a period of 5 years and that of its 
well. connecting and pipe lines over 
double. that time. The equipment, I am 
told, is generally valued below the 
amounts the materials as such could 
bring in the open market. 

The Philadelphia Company through 
control of the Consolidated Gas of 
Pittsburg and the South Side Gas has 
the right to manufacture gas in Pitts- 
burg, which until recently was abso- 
lutely exclusive. For obvious reasons 
the Consolidated Gas has failed to earn 
fixed charges for a number of years, 
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the Philadelphia Company advancing 
funds to pay interest on its bonds. In 
February, 1916, and since interest has 
been defaulted, and the company is 
now being operated by officers of the 
parent property until a receiver is ap- 
pointed by the courts. The Philadel- 
phia Company continues, however, 
paying dividends on the preferred 
stock, as the dividends are guaranteed. 
It is the opinion of the officials that 
the change from natural to artificial 
gas could be made without very serious 
difficulty, in case of necessity. 


Oil and Coal Departments 


Either of these are strictly separate 
departments. No attempt-is made to 
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go into the oil business on any large 
scale, most of the oil arising as sort of 
a side-line while exploiting natural gas 
wells. Earnings of this department 
are comparatively small. 

The coal business was started in July, 
1916, the Equitable Coke Company pur- 
chasing at that time the Allegheny Coal 
Company properties, with a daily ca- 
pacity of 1,500 tons. The purposes 
of the purchase were threefold. 
In the first place there was the 
value of the mine ; secondly, the secur- 
ing of a possible site for a power sta- 
tion ; and thirdly, the protection of the 
coal supply of the subsidiary proper- 
ties, especially the Duquesne Light. 





also has a long-term contract to sup- 
ply power to the Pittsburg Railways. 
This section of the business is not so 
old as the natural gas department, but 
its future is quite favorable, and 
officials express very good confidence 
as to it. 

-A condensed income account of the 
electric light and power properties for 
the fiscal years,-1913-1917, inclusive, is 
given in Table I. 


The sharp increase in _ operat- 
ing expenses in- 1917 is _ evident. 
The report attributes this _pri- 


marily to the high prices for coal, and 
states that in the last three months of 
the year the production cost per kilo- 








Current developments have clearly watt hour for the system as a whole 

demonstrated the wisdom of this increased 1.56 mills. Monthly - net 

move. earnings since the close of the fiscal 
TABLE I 


PHILADELPHIA COMPANY 
CONDENSED INCOME ACCOUNT OF ELECTRIC LIGHT AND POWER PROPERTIES 


Years ended Gross Net 

March 31, Earnings Earnings 
BD cu hactaccsaabads $4,844,223 $1,889,439 
aE ae 4,938,862 2,201,282 
OEE cee ge oe 5,368,025 2,695,151 
SOR ee 7,310,704 2,990,261 





*All charges. 


Net Income 


Before Interest Net Dividends 
Charges Charges Income Paid 
$2,173,225 *$608,947 $1,564,278 $1,054,380 
1,789,904 20,800 1,769,104 1,236,776 
2,268,415 76,681 2,191,734 1,470,407 
2,583,905 54,609 2,168,327 1,853,637 








Electric Light and Power Departments 


Through the Duquesne Light Company, 
the property controls the electric light 
and power business in the Pittsburg 
district. Earnings of this concern have 
been showing good expansion for some 
time, and the 1917 showing was a 
record one. A large number of con- 
tracts have been consummated for the 
current year, and demands should stay 
large and show expansion for some 
time at any rate. To meet these large 
demands, the property has extended 
and improved its equipment. In the 
1917 fiscal period, $3,645,770 were ex- 
pended for these purposes, and the 
company has secured three million dol- 
lars from the parent company, of which 
$1,800,000 are to be used to care for 
further demands. The Duquesne Light 


year are below those for corresponding 
periods in the previous twelve months, 
though current net revenues indicate 
an upward tendency. The provision in 
the most of the company’s contracts 
with industrial consumers, stipulating 
that the cost of current be increased 
proportionately if prices for coal goes 
above an average figure of about $1.25, 
should be of assistance in this direc- 
tion. 
Street Railways Department 

The Philadelphia Company controls 
the street railway business of the 
Pittsburg district through ownership 
of all of the common stock of the 
Pittsburg Railways. In addition it 
guarantees $3,375,000 of divisional 
bonds and owns the entire $10,000,000 
issue of the income debenture 6’s, be- 
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sides a small amount of other obliga- 
tions. This property has not been do- 
ing very well, and has brought the pa- 
rent company comparatively little on 
its large investment. It has not earned 
charges by any considerable margin in 
the last four years, and chances for 
dividends in the near future are in- 
deed very remote. In 1917, the parent 
company’s income was $709,828, of 
which $600,000 represented interest on 
the income 6’s. This amount is a de- 
crease of $10,000 from 1916, and all in- 
dications point to a substantial reduc- 
tion in revenues from this source for 
the current year, and very possibly 
practically no income at all. 

The reasons assigned for this condi- 





ratio has always been very high, as in- 
dicated in the income account pre- 
sented in Table II. 

The report attributes this sharp up- 
ward movement in operating costs 
primarily to labor, and is not at all 
optimistic as to the situation for the cur- 
rent year. Regarding the whole mat- 
ter the report adds: “It will be the pol- 
icy of the company to make every 
effort to secure remuneration for the 
additional cost of service it renders, and 
unless there is an increase in fares, the 
company will not be able to maintain 
its present standard of service.” For 
a number of years gross revenues have 
been increasing steadily, but net in re- 
cent months has been below that for 








TABLE Il 
INCOME ACCOUNT OF PITTSBURG RAILWAYS COMPANY 








Years ended Net Interest Surplus or 
March 31: Gross operating Total net Fixed paid on deficit 
earnings revenues income charges debentures _for year 

19S... . coccvcccccccsess $11,782,860 $3,449,151 $3,645,958 $3,306,685 $239,273 $100,000 
BDIS...cccccccccescscee 11,670,091 3,610,889 3,776,156 3,345,417 330,739 100,000 
BONG... cocccececvscsece 12,123,276 4,432,372 4,587,823 3,363,636 600,000 111,608 
PE ESL 13,184,430 4,223,350 4,468,395 3,494,681 «600,000 *6,503 

* Deficit. 

——————— = ———— ie 





tion are many. The company is con- 
fronted with the problem of the long 
haul, officials informing me, that the 
average haul is larger on this line than 
on most urban lines in the country. 
This is accounted for in a large mea- 
sure by the comparatively unsettled 
character of part of the company’s 
territory, and will gradually be over- 
come with the more remote parts be- 
ing settled. Then again the country 
is very hilly and irregular and this 
necessitates heavy maintenance and 
depreciation charges and higher prices 
for power. In the last year or so the 
company, in common with other trac- 
tion properties, has had to face further 
difficulties of increased operating ex- 
penses, but in the case of this property 
labor difficulties have been especially 
exaggerated. 

This increase in living costs has been 
particularly marked in the case of the 
Pittsburg Railways, whose operating 


corresponding periods in the 1917 fis- 
cal year. It is quite evident therefore 
that the Philadelphia Company cannot 
expect much from this property for a 
number of years in any event. 
Capitalization 

The capitalization of the Philadel- 
phia Company is comparatively simple. 
Table III gives present capitalization 
with various details and current quo- 
tations. 

The high character of the issues of 
the Company are clearly indicated hy 
the fact that all command good rating. 
This fact is. further emphasized by a 
careful statistical study of the earnings 
of the system of the whole since 1912, 
and estimate for 1918, with all inter- 
company relations eliminated. The 
compilation shows that the common 
stock has not earned less than. 9.5% 
in any year of the period. In 1917, 


15.7% was shown on the common is- 
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sue, and the 1918 estimate indicates 
19.6% earned. With all these facts be- 
fore us and the additional considera- 
tion that on a very conservative basis 
the stock has an asset value of about 
$65.00 per share, it is difficult to see 
why the company’s common shares sell 
so low, unless it be the fear of the ex- 
haustion of the natural gas supply and 
the poor showing of the Pittsburg rail- 





the rapid expansion of the Philadelphia 
Company system. The fact is patent 
that for all practical purposes there is 
at this time no large open mortgage 
to finance this rapid growth, which 
must be done in some way. In keep- 
ing with the general tendency in re- 
cent corporate financing, the company 
is trying to clear the way for a large 
general mortgage and in order to have 








TABLE III 
PHILADELPHIA CO.’S SECURITIES AND MARKET PRICES 


Issue 


First and coll. trust 5s, due 1949.............. 
Cons. and coll. trust 5s, due 1951............. 
Conv, debenture 5s, due 1919.................. 
Conv. debenture 5s, due 1922.................. 
Serial collateral 6s, due to August, 1918....... 
Collateral 544% notes, due 1919................ 
5% non-cumulative preferred................- 


6% cumulative preferred 
Common stock 


TRC eee ee ee eee eee eee eee eee 


Current 
Authorized Outstanding market 
.. $6,500,000 $6,500,000 100 
ow 000,000 15,148,000 90 
.. 5,000,000 1,957,000 100 (asked) 
.. 10,000,000 9,794,000 925% 
.. 2,500,000 750,000 se 
.. 7,000,000 7,000,000 99 
.. 25,000,000 6,763,550 32 (par $50) 
.- 1,442,450 1,442,450 39 (par $50) 
.. 44,000,000 42,943,000 374% (par $50) 











ways. ‘As was shown above, neither 
of these are of very serious concern, 
and the common should be selling con- 
siderably higher. The company’s two 
main bond issues and recent note issues 
are also attractive at current levels, 
especially the consolidated and col- 
lateral trust 5’s. 

In line with the company’s policy to 
simplify its capitalization the 5% pre- 
ferred stock is being exchanged for 
new 6% preferred upon payment of 
$3.00 per share. The recent sinking 
fund and redemption plan for the first 
and collateral trust 5’s and the con- 
solidated and collateral trust 5’s, which 


has been declared operated, has for 


one of its purposes the desire to fur- 
ther simplify the property’s capitaliza- 
tion. It is undoubtedly the intention 
of the bankers to call these bonds as 
well as the others outstanding when 
the money market becomes more fa- 
vorable to the floating of a general 
mortgage bond issue which would 


cover the entire property. 

The reason for this opinion is very 
clearly indicated when the columns, in 
the table above, giving the amounts of 
capital issues authorized and outstand- 
ing are examined in connection with 





strong security to pledge under these 
bonds finds it necessary to set free the 
valuable assets pledged under the 
long-term collateral trust issues. To 
do this, these bonds must be called or 
redeemed, and considering that the re- 
spective prices at which the first and 
collateral 5’s and the consolidated and 
collateral 5’s are redeemable or callable 
for the sinking fund are 107% and 
101%, they have considerable specula- 
tive possibilities as well as good invest- 
ment merit. Meanwhile the prop- 
erty, as practically all others, will 
have to finance its needs by short- 
term notes, as it did last April, though 
I am informed that practically no new 
financing on a comprehensive scale will 
be necessary until 1919, 


Summary 
The Philadelphia Company is a 
strong and promising proposition. 


While the prospects for the street rail- 
way properties are far from encourag- 
ing for some time, the losses in rev- 
enues from this source will be more 
than compensated by gains in other de- 
partments. At current levels the com- 
pany’s issues as a whole appear quite 
attractive, and the common stock ap- 
pears to be considerably under-valued. 
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Public Utility Notes 





Amer. Gas & Elec.—The large generating 
station being erected at the coal mines at 
Windsor, W. Va., is rapidly nearing com- 
pletion. The first 30,000-kw. unit is expected 
to be in operation some time during August. 


Appalachian Power.—Operating results for 
12 months ended May 31, 1917, show gross 
earnings of $843,727, an increase of 18.5% 
over the preceding year, and net earnings of 
$478,887, being an increase in net earnings 
of 22.5%, compared with the corresponding 
period ended May 31, 1916. 


B. R. T.—During July there was a com- 
parative gain in income of $202,740, an in- 
crease of 8%. Daily receipts showed an 
average gain of $6,540. Earlier months this 
year have shown comparative gains in gross 
of about $110,000. 


Col. Gas & Elec.—The United Fuel Gas 
Co., a subsidiary of the Col. Co., applied to 
the West Va. P. S. Comm. for increased gas 
rates in Wanawha, Putnam, Wayne and Ca- 
bell counties. 


Columbus Ry., Power & Lt. iihiemenl to 
issue $576,000 6% secured notes, dated Aug. 
2, 1917, maturing Aug. 1, 1918, ‘and secured 
by deposit of first ref. ext. mtg. 


Com. Pr., Ry. & Light—Purchased a 
three-quarter interest in a coal mine located 
in Logan County, W. Va. The Columbia 
Power, Ry. & Light Co. owns the other 
quarter interest. Production is now running 
at the rate of 300,000 tons a year, of which 
the Commonwealth Co. takes about three- 
quarters. The ore reserves are estimated by 
engineers at between 9,000,000 and 10,000,000 
tons. 


Consol. Gas, Elec. Lt. & Pr. of Balt.— 
Earnings, three months ended June 30, 1917, 
show: Gross, $2,161,493, against $1,846,444 
last year; net after taxes, $1,007,295, against 
$852,728 last year; surplus after charges, 
$535,356, against $480,690 last year. 


Consumers Power.—A subsidiary of Com- 
monwealth Power, Ry. & Lt., increased the 
authorized capital stock from $22,000,000 to 
$40,000,000. he increased capital stock is 
divided into $10,000,000 preferred and $8,000,- 
000 common stock. The new stock cannot 
be issued without authority from the Mich. 
R. Comm. and then only for cash at par for 
improvements or additions to the property. 


Empire Gas & Fuel—Empire Gas & Fuel 
Co., a subsidiary of the Cities Service Co., 
has brought in a new well in the Eldorado 
field at the 2,345-foot level. The well is 
flowing at the rate of 4,000 barrels a day, 
with drilling operations still in progress. 





Mass. Gas.—Earnings of subsidiary com- 
panies of Mass. Gas (not including New 
England Mfg. Co. munitions plant, nor J. B 
B. Coal Co.) for June were $479,552.04, 
which is $102,969.40 (27.34%) larger than 
in any prior month in the history of Mass. 
Gas and 174,726, or 5732% over June, 1916. 


Nor. Ohio Elec.—This company’s balance 
after pfd. dividends of $668,488 for the 12 
months to June 30 is equivalent to $8.91 per 
share on 75,000 shares of common stock. 


Phila. R. T.—Report year ended June 30, 
1917, shows income account as follows: 
Gross, $28,553,614; net after taxes, $12,549,- 
443; surplus after charges, $2,783,870. The 
surplus of $2,783,870 is equal to 9.27% on 
$30,000,000 stock, as against 5.57% in the 
previous year. Balance sheet shows a profit 
and loss surplus of $4,345,900, compared with 
$2,987,975 June 30, 1916. 


Phoenix Gas & Elec.—The Arizona Corp. 
Comm. authorized this company to issue 
$550,000 bonds, $185,000 of which are to be 
debentures, the proceeds to be used for ex- 
tensions and general improvements. 


San Joaquin Lt. & Pr.—Earnings, state- 
ment twelve months ended. May 31, 1917, 
shows that the company earned its interest 
charges 2.19 times during the period. Net 
income from operations, plus miscellaneous 
revenue, amounted to $1,091,927, and interest 
charges were $493,202, leaving a balance be- 
fore depreciation of $598,725. Depreciation 
charge is eliminated from this statement 
Total interest charges for the previous 12 
months were $482,498, showing an increase 
for the 1916-17 period of $10,703. 


So. Cal. Edison—The Cal. R. R. Comm 
authorized this company to issue $10,000,000 
bonds, the proceeds to be spent as far as 
available for the following purposes: $3,000,- 
000 to defray the cost of adding to the com- 
pany’s Big Creek hydro-electric plant and 
the transmission line to Los Angeles; $983,- 
287.44 to pay obligations for the purchase of 
the stock of the Mt. Whitney Power & Elec- 
tric Corp.; $4,000,000 to pay obligations for 
the purchase of $5,000,000 of first and re- 
funding bonds of the Pacific Light & Power 
Corp., and $5,554,891 to pay outstanding 
notes of the Edison company and the Pacific 
corporation. 


Wisconsin Gas & Elec.—Increased its 
capital stock from $2,750,000 to $3,350,000 to 
accommodate extensions of its power gen- 
erating and transmission system at Racine 
and throughout southern Wisconsin. 























Public Utility Inquiries 








Public Utilities as Investments 


C. M. F., Louisville, Ky—Public Service 
companies are having hard sledding now be- 
cause of greatly increased expenses of opera- 
tion. Unless relief comes in the way of rate 
increases the outlook for maintenance of divi- 
dends by many companies is not good. Until 
the atmosphere clears, that is, until it can be 
determined more definitely what will be the 
attitude of Public Service Commissions toward 
the public utility companies in the matter of 
rate increases, we counsel against the purchase 
of these stocks for investment. 


Ohio Cities Gas 


P. K., N. Y. City.—Ohio Cities Gas, pre- 
ferred, is a very conservative preferred stock 
investment, provided you are considering it 
as a purchase for income only at the present 
time. Market conditions are not such as to 
warrant the purchase of practically any 
stocks for investment by any one who does 
not intend to hold them for a long time, be- 
cause it is likely that prices of such issues 
will continue to be depressed, at least for the 
duration of the war. 








American Light & Traction 


M. O. B., West Hoboken, N. J.—American 
Light & Traction common is a high grade pub- 
lic utility stock into which a trifle of the specu- 
lative element has been injected during the 
past year by reason of greatly advanced costs 
for materials and supplies, increasing demands 
upon the part of labor and by the changed in- 
ternational aspect following this country’s en- 
trance into the European War. Higher operat- 
ing costs as against a fixed price for service 
will of course result in decreased net income. 
These are the conditions which are unfavorable 


to the market for high grade public utility 
stocks and as there is no telling how much 
longer the war will last and how much higher 
prices for materials and supplies will climb, 
we are not inclined to recommend the stock at 
this time. At its present selling price it dis- 
counts pretty well the more immediate outlook 
in the general public utility field.. By waiting 
to make your purchase, it is possible that, you 
may have to pay more for the stock, but you 
should at least be able to buy it with greater 
assurance. 





Dubuque Electric 


A. G. C., Boston, Mass.—Dubuque Electric, 
preferred, appears to be a fairly good invest- 
ment stock, but we should hardly recommend 
its purchase since there are other public 
utility preferred stocks available in which the 
chances for appreciation are better. Du- 
buque Electric was incorporated last year under 
Delaware laws as the successor to the Union 
Electric Co., of Dubuque. The company does 
the entire electric lighting, power and street 
railway business in Dubuque and vicinity. It 
also sells power to the Eastern Iowa Light & 
Power Co. and has about 220 miles of trans- 
mission and distributing lines. In 1916 gross 
operating revenues were $602,459,000 and net 
income, after all. deductions, was $150,772, 
leaving a margin of about $100,000 on the 6% 
cumulative preferred dividend on $800,000 of 
stock outstanding. For a company of its size 
and earning capacity, this is a good margin of 
safety on the preferred dividend, but with con- 
tinually rising costs for both labor and material, 
as against a fixed charge for service rendered, 
it is a question whether such a margin can be 
maintained if the present situation continues 
unchanged for the better. In view of this and 
the reason already given above, we do not 
recommend a purchase of the stock now. 








SUGGESTIONS IN REGARD TO INQUIRIES 


The very heavy volume of inquiries whick this publication is now receiving 
makes it necessary to ask our subscribers to co-operate with us in order that we 
may maintain and improve the high quality of service which the Investors’ Per- 


sonal Service Department renders to our readers. 


We therefore suggest that: 


(1) Not more than two or three inquiries be submitted at one time. Occa- 
sionally a subscriber sends in a long list of securities asking for an opinion on 
each. The careful manner ini which the Investors’ Personal Service Depart- 
ment handles its inquiries makes it impossible to give such inquiries the im- 
mediate attention necessary, without slighting other inquirers. 

(2) Write all inquiries on a separate sheet of paper, which should bear 


the writer’s name and address. 


(3) Enclose stamp or stamped and addressed envelope. 

The above suggestions are drawn up for the benefit and protection of our 
readers and those inquiries which conform with them will receive first attention. 

When a reader wishes a special investigation or a special analysis of a se- 
curity or a subject we shall be pleased to submit an estimate of the special 


charge for such work. 
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Wyoming Oils 
Midwest Refining and Its Standard Oil Backing—Lesson 


Learned from Over-Production in California and 
Oklahoma — Merritt Oil 





By JOHN D. BLAKE 





HEN the Midwest Refining Co. 
recently acquired control of 
the Merritt Oil Corporation, 
centralization of ownership of 

Wyoming oil properties became an 

accomplished fact. In addition to its 

own large holdings of producing oil 
lands in that state, Midwest Refining 
came into possession of what appears to 
be one of the best pools of oil discov- 
ered in the last séveral years. Prior 
to the transaction Merritt had proved the 
existence of four oil-bearing sands in its 
lands in the Big Muddy field and had 
brought in wells capable of an estimated 
production of from 1,000 to 5,000 bar- 
rels a day. These Merritt lands cov- 
ered an area of several thousand acres. 

Just what Midwest Refining ownership 
is has never been officially admitted. It 
undoubtedly is Standard Oil. Numer- 
ous signs seem to verify this. The de- 
velopment of the Midwest company has 
been swift and silent, with a remarkably 
intelligent aggressiveness in its opera- 
tion that suggests the best brains of the 
Standard Oil. Today Midwest Refining 
owns, or has an interest in, practically 
every oil producing company of value in 
Wyoming; and the country at large is 
just awaking to the fact that Wyoming is 
a real oil state, one that is sure to rank 
among the leaders in the matter of pro- 
duction. That is the Standard Oil meth- 
od—accomplishment before talking. That 
policy has made Standard Oil what it is 
—the greatest commercial organization 
the world knows. 

A more apparent sign of Standard Oil 
ownership of Midwest Refining is the 
voting trust agreement which carries con- 
trol of the Midwest company. Two of 
the three voting trustees represent Ca- 
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nadian interests, said to be the Imperial 
Oil Co., Ltd., 80 per cent of whose stock 
is owned by the Standard Oil Co. of 
New Jersey. 

The Federal Trade Commission, in its 
report on the price of gasoline made the 
following statement: “Another company 
included among the independents in 1915 
is the Midwest Refining Co., though it is 
known to have operated in such a way 
as to have made it an ally rather than a 
competitor, and is now reported to have 
come under the direct control of the 
Imperial Oil Co., Ltd., of Canada, which 
is a Standard concern.” 


Centralization to Benefit Wyoming 


This concentrated ownership of Wy- 
oming oil properties means much to the 
state and much to the oil industry in 
general. For Wyoming it means the 
rapid development of the oil resources 
within. the state and the incidental build- 
ing up of general industry by the biggest 
and most reputable people. 

For the oil industry it means that 
the resources of Wyoming will not be 
wasted, as happened in California and 
Oklahoma a few years ago when thou- 
sands of individual drillers brought in 
oil at the same time and many of them 
took a toss in money on the operations 
because all tried to dispose of their pro- 
duction at the same time. Real con- 
servation methods will be followed in 
Wyoming so far as is possible for this 
centralized ownership to order. 

One effect of this ownership has been 
apparent during the last several months 
when development work in Wyoming has 
gone steadily ahead, although in other oil 
territories work was hindered by reason 
of the fact that necessary oil well supplies 
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were unobtainable. If Standard Oil, and 
the other big companies in Wyoming— 
and they are practically all there, includ- 
ing Texas and Royal Dutch—had not 
been in a position to divert supplies from 
other fields, new work in Wyoming 
would have lagged. 

On the part of the State of Wyoming 
much must be said in praise. As a re- 
sult of its intelligent co-operation with 
producers and refiners, due in a large 
measure to the efforts of John B. Ken- 
drick, former Governor, and now United 
States Senator from Wyoming, the in- 
dustry there is on a straightforward 
basis. Proof of this is found in the re- 
cent controversy over State University 





Production. 
1913 ~1917. 





1917 production estimated, 


lands when certain interests offered a 
million dollars to the State University 
fund provided previous contracts with 
others were broken. The offer was in- 
dignantly spurned. 
First Development by French Syndicate 
The history of oil in Wyoming goes 
back for fully twenty-five years, but it 
was not until the last few years that de- 
velopment work began on a big scale. 
While a flood of oil was coming out of 
the midcontinent field, as a result of 
the famous Cushing pool, which at its 
height was good for 300,000 barrels a 
day, it was unprofitable to attempt to 
market Wyoming crude. Every barrel 


less in Wyoming, however, meant the - 
necessity of replacing it with one from 
other fields, and this is exactly what Wy- 
oming is expected to do. 





Wyoming Petroleum 


Early development in Wyoming was 
done by a French syndicate. In the 
face of a good deal of difficulty, they 
accomplished much. But it was not until 
the organization of the Midwest Re- 
fining Co., which took over much of the 
French interests, that the eastern invest- 
ing public became acquainted with the 
possibilities of Wyoming. The Ohio Oil 
Co., a Standard Oil producing company, 
and the Standard Oil Co. of Indiana, a 
refining company, were quick to enter 
the field, the first named acquiring val- 
uable lands, notably in the northern part. 
Hundreds of other companies followed. 
Today new companies are being organ- 
ized to operate in Wyoming at the aver- 






age rate of $1,000,000 capital stock a 
day. 
Midwest’s Big Oil Reserves 


Before its acquisition of the Merritt 
compahy the Midwest Refining was the 
dominant interest in Wyoming. Its posi- 
tion now is just so much stronger. It 
controls probably a greater oil reserve 
than any other refining company in this 
country. At a time when oil supplies 
are diminishing rapidly and refining com- 
panies are worrying where they are go- 
ing to secure adequate supplies over 2 
period of years, the position of Midwest 
is shown to be unusually favorable. Mid- 
west Refining can go ahead with exten- 
sion work with the knowledge that its 
oil supplies will be sufficient. 

At the end of this year the refining 
capacity of the Midwest company will 
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be 50,000 barrels a day. It is in excess 
of 30,000 now. Midwest started out 
largely as a topping plant. When its 
Standard Oil management completes 
plans now under construction, Midwest 
is going to appear as one of the best 
all around refining companies in this 
country. 

Beginning operation in March, 1914, 
the Midwest Refining Co. earned $1,- 
184,000 net in the succeeding ten months. 
That ten months’ total today does not 
represent one month’s net earnings. 
Monthly earnings today are at the rate 
of about $1,300,000 net, and by the end 


and several other small oil properties in 
the Salt Creek, Big Muddy and Elk 
Basin fields. If such a course is fol- 
lowed, there will develop from it one of 
the biggest oil companies in the country 
—one with a potential capital of prob- 
ably $150,000,000. Such a combination, 
Midwest, Merritt, Elk Basin, and nu- 
merous small companies, would be one 
that would have a natural control over 
the business of a large section of the 
country. 

The Wyoming field is without compe- 
tition to a large degree. It controls nat- 
urally the oil market over a wide section 





— 





TABLE I 


EARNINGS FOR 1916 ON 
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Texas Co. 
Midwest Refining 
Atlantic Refining 
Vacuum Oil 
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CAPITAL STOCK OF PROMINENT REFINING COMPANIES 
Net Available Per Cent. 
for Stock - Stock Earned 
Earned in 1916 Outstanding on Stock 
edvioen $36,638,495 $75,000,000 48 
poedee 30,043,615 30,000,000 100 
pealben 17,605,304 74,529,983 23 
sustes 13,898,862 37,000,000 37 
et A 10,827,193 20,000,000 50 
eons 9,628,256 5,000,000 192 
inal 9,221,937 15,000,000 61 
sian 3,751,936 7,000,000 56 
séileite 1,270,314 2,000,000 63 
putialeke 1,104,601 2;000,000 55 


Standard Oil Co. of New Jersey is not*included in the table because it. does not 


report earnings. 


The Federal Trade Commission in its report on the price of gasoline 


found that this company earned about $52,000,000 net in 1915. On the basis of what 
other refining companies did in 1916 the New Jersey company probably earned between 


$90,000,000 and $100; 000,000. 








of the year when extension plans are 
completed, net, it is figured, will be $2,- 
000,000 a month. It is capitalized at 
$20,000,000, par value of shares $50. 

A meeting of the stockholders of the 
company has been called for August 
14, 1917, to vote on a resolution to in- 
crease this stock to $50,000,000. What 
will be done with the $30,000,000 addi- 
tional is not known as yet. It may be 
distributed in part as a stock dividend, 
or it may be used to acquire additional 
properties. 


Further Merging Desirable 


The latter course would be in line with 
recent developments, including the taking 
over of Merritt. It is figured that bet- 
ter working results could be obtained by 
Midwest Refining taking over control of 
Elk Basin Petroleum Co., Northwest Oil 


of the United States. Its geographical 
position places at its control the oil busi- 
ness throughout the Rocky Mountain 
States, and in the American and Canadian 
Northwest. 

Outside of the accomplishments of 
Midwest Refining, which has increased its 
earnings ten-fold in less than three years, 
statistics are lacking in Wyoming. Con- 
sequently, in presenting facts about Wy- 
oming to the investor, data must of neces- 
sity be meagre. The investor must be 
asked to accept statements that apply 
largely to the future, statements indi- 
cated by the present state of development 
in the field. 

Prominent among such statements are 
those concerning production. This year 
Wyoming will produce 15,000,000 barrels 
of oil, compared with 6,300,000 in 1915. 
Next year Wyoming indicates a produc- 
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tion of 25,000,000 barrels, and if the 
present excess of consumption of oil over 
production continues Wyoming’s output 
will keep on increasing. Under present 
conditions the United States is consuming 
335,000,000 barrels of crude oil a year, 
whereas production is only 300,000,000 
barrels. The excess 35,000,000 barrels 
are being taken out of surplus reserves 
which are placed at about 135,000,000 
barrels. 


More Proof of Standard Control 
The Illinois Pipe Line Co. is construct- 








TABLE II 


PRODUCTION OF CRUDE PETROLEUM IN 
THE UNITED STATES IN 1916. (in barrels), 





1916 1915 

Oklahoma .......... 106,396,834 123,295,867 
SRE acctcecees 91,976,019 86,591,535 
«wn wees dukes 26,603,234 24,942,701 
I -<cucedecteee 16,500,000 19,041,695 
BOD 2 cos és oe 14,524,997 18,191,539 
PE re 13,961,803 2,823,487 
West Virginia ...... 8,500,000 9,264,798 
Pennsylvania ....... 8,000,000 7,838,705 
i ease 7,400,000 7,825,326 
TUOUIR  eccscceces 6,300,000 4,245,525 
Kentucky .......... 1,200,000 437,274 
EL cc cwnceduces 1,000, 875,758 
Be eee 900,000 887,778 
CORED. ccd ccsesces 190,000 208,475 
Other States ....... 10,000 14,265 

A 303,462,887 306,484,728 








ing the carrier facilities in Wyoming 
It has just finished a pipe line from the 
Big Muddy field to Casper, where one 
of the Midwest refining plants are lo- 
cated. It also has constructed a line 
north from the Salt Creek field to the 
Greybull to the Montana border, whence 
crude oil is taken in tank cars to Sarnia, 
the location of the Imperial Oil Co.’s 
refinery. 

If Wyoming develops to the magnitude 
which it is believed it will, there is the 
prospect of a trunk pipe line either to 
Omaha or directly eastward to a con- 
nection with the Prairie pipe lines. Both 
of these projects are talked of. In 
that case the big seaboard refineries, 
which now get much of their supply from 
the midcontinent field, will be using Wy- 


oming crude. A pipe line south to a 
connection with the Union Pacific, so 
that oil supplies can be distributed over 
that system, is also a matter of con- 
sideration. 

This pipe line development by the 
Illinois Pipe Line Co., one of the larger 
of the Standard Oil pipe line companies, 
gives added evidence of Standard Oil 
control of Wyoming and the centraliza- 
tion of ownership of much of the oil 
land in Wyoming in the hands of the 
strongest people in the oil business—peo- 
ple who are sure to bring out the best 
results from the resources of the state. 

The Outlook 

Midwest Refining Co. best typifies the 
development of the oil industry in Wy- 
oming. Its interests lie wholly within 
the state. It is the first big company to 
make good there. Its future is assured 
by the prodyction which it already has 
developed. 

But what is the outlook for new capi- 
tal in Wyoming? This money must run 
its risk in a most hazardous business—- 
development of new oil lands. 

That risk, it can be stated, is no greater 
than that in Oklahoma ten years ago. In 
the last-named state there. were favor- 
able indications which subsequently grew 
into proof, that a great oil field had been 
found. In the judgment of oil men Wy- 
oming today is in the same position as 
Oklahoma then. 

A great deal of money is going to be 
made in Wyoming oil properties, but not 
all the companies operating there, or that 
will operate there, will make money. The 
mortality among new oil companies is 
heavy. It will be unusually so in Wy- 
oming because that state is a rich man’s 
field. The wells have to be sunk deep, 
in some cases more than 3,000 feet, at 
an estimated cost of from $30,000 to 
$50,000 a well. A few dry holes and a 
company with limited capital is bank- 
rupt. 

But if an- investor will exercise the 
same caution about an oil investment as 
he does in railroad or industrial stocks, 
picking the companies with sufficient 
money resources and with clean-titled 
acreage, he should find his Wyoming oil 
investments returning large dividends. 




















Oil Notes 





Atlantic Ref.—Damages estimated at 
$750,000 and the death of one man was 
caused by fire at the Point Breeze plant of 
this company. 


Barnett Oil & Gas.—Declared a regular 
monthly dividend of 1%, and an extra divi- 
dend of 1%, payable Sept. 1 to holders of 
record Aug. 15. A month previously initial 
dividends of the same amount were declared. 


Bessemer Oil.—Drilling in section 36 in 
the Salt Creek field in Wyoming has 
brought in a 300-bbl. well. 


Cal. Pét.—This company and subsidiaries 
report net earnings of $1,135,780 for the year 
ended June 30, 1917, before making depre- 
ciation allowances, etc. This compares with 
$662,569 for the corresponding period last 
vear. After allowing for depreciation, ex- 
haustion of oil deposits, 5 cents per barrel 
and other expenditures on old properties, 
and after paying interest on outstanding 
bonds, the balance applicable to the pfd. 
stek is approximately $870,000, which is 
equivalent to 14%. 


Cosden & Co.—Is offering 640,000 shares 
additional common stock to shareholders at 
$10. The proceeds, amounting to about $6,- 
400,000, will be used in part to pay outstand- 
ing purchase money notes assumed when 
the Hill properties were acquired, and the 
balance for additions and extensions and for 
the completion of new stills. 


Galena-Signal—Arranged to purchase all 
of the Franklin crude oil that had_accumu- 
lated in the tanks of the Franklin Pipe Line 
Co. since the Galena company began, on 
\pril 1, 1915, taking only 70% of production. 
There are about 25,000 barrels in storage, 
which is worth $4 a barrel. 


Indian Ref.—Declared a dividend of 7% 
on the pfd. stock, payable Aug. 20 to stock 
of record Aug. 4. This.distribution covers 
the accumulated dividend due for the quar- 
ters ending Dec. 15, 1915; March 15, June 15 
and Sept. 15, 1916. 


Knickerbocker-Wyoming.—A nnounced the 
acquisition of about 1,750 acres of oil lands 
in Bourbon and Crawford counties, Kan., 
on which a well is being sunk, making in all 
14 wells now being drilled. 


Midwest Ref.—Secured control of the 
Merritt Oil Corp. The Midwest Refining 
Co. has now acquired from A. E. eaves 
and his associates their stock holdings in the 
Merritt Corp., which with its land holdings 
hitherto acquired, gives it control of the 
Big Muddy field, which promises to be the 
largest oil producing field yet opened in the 
State of Wyoming. 


National Ref.—Declared an extra divi- 
dend of 244% on the common stock, in addi- 
tion to the usual quarterly dividend of 14%, 
payable Aug. 15 to stock of record July 31. 
An extra dividend of thé same amount was 
declared three months previously. 


Oklahoma Prod. & Ref..—Has brought in 
four wells on the Osage Hominy lease with- 
in the previous week. The first new well 
ran 100 bbls. daily, the second 200 bbls., the 
third 2,500 bbls. and the fourth 450 bbls. 


Osage Hominy.—Four new wells, with an 
initial production of 3,450 bbls. a day, have 
been brought in. These wells are among the 
largest producers in the Mid-Continent field. 


Royal Dutch.—Net profits in 1916 were 
$13,117,000, against $12,040,000 in 1915. Cash 
on hand amounted to $13,000,000 against $2,- 
230,000. Total production amounted to 35,- 
600,000 bbls., against 28,400,000 in 1915. Of 
this amount 9,493,400 bbls. was produced in 
the U. S., against 4,522,600 in 1915. 


Sinclair Gulf—A 6,000-bbl. oil well in the 
new Damon Mound, Texas, field, has been 
reported by representatives of this company. 


Sinclair Oil & Ref.—For the quarter ended 
June 30, 1917, showed a gross income of 
$3,075,636. Deductions totaling $420,966 for 
Federal taxes, interest on bonds and notes, 
and $285,797 reserved to meet probable 
future excess profit taxes, left a net income 
for the quarter of $2,654,670. The company 
is marketing $20,000,000 in new notes to 
finance its enlarged expansion program, for 
which the sum is expected to prove ample. 


Standard of N. Y.—Announced an advance 
in the price of kerosene and naphtha 
for éxport of 1 cent a gallon. 


Texas Co.—The annual report of this com- 
pany, which will be made public the latter 
part of August, should show net earnings 
close to $20,000,000 for the year ended June 
30, 1917. In 1916 the company earned $15,- 
746,735; the gross earnings amounted to 
$37,708,382 and operating expenses, taxes, 
etc., to $21,961,649. 


Tidewater.—This company and _ subsidi- 
aries reported for the six months ended 
June 30, 1917, net earnings $4,976,492 as com- 
pared with $4,519,888 for the six months 
ended June 30, 1916, and- $1,411,258 for the 
six months ended June 30, 1915. This was 
after deductions for excess profits tax, 
amounting to $235,000 and special deductions 
of $998,931. On the same basis as last year, 
its net for the six months would have fig- 
ured $6,210,424. The net earnings for June 
after deductions of $203,871 were $895,386, 
as compared with $1,256,624 for June, 1916, 
and $337,134 for June, 1915. 





























Federal Smelting —A Dying Mine 


Suffering from Ore-Exhaustion—The Small Chance of New 
Ores—Forcing Production on High Metal Prices— 
The Way to Regard Its Stocks 





By CHESTER C. JOHNSTON 





DYING mine is a good deal like 
a dying person, except that the 
period preceding dissolution is 
measured in months or even 
years while in the case of a human being 
it is more often measured in days. Fed- 
eral Mining & Smelting is a dying 
mining property, yet it holds to 
life with a grim tenacity and apparently 
has several years more left of corporate 
existence. The graphic which accom- 
panies this article shows the disease from 
which it suffers—exhaustion of ore re- 
serves—that old age of mines which 
eventually comes to all properties. 


A Ripe Old Age 


Federal Mining & Smelting was in- 
corporated in 1903 and is, therefore, now 
in its fourteenth year. In all proba- 
bility it will have lived a double decade 
before the last bucket of ore is hoisted 
from its shaft, and as mining properties 
go it will have had a fairly long life 

The story of the discovery and the ca- 
reer of Federal Mining & Smelting 
would make an exceedingly interesting 
one if space permitted its telling here. 
Sufficient to say that with its career 
have been linked such names as Rocke- 
feller, Gould, Guggenheim, Sweeney and 
others of more or less financial fame. 
It has made great fortunes and swelled 
those already great. They who sold 
out their holdings in the big markets of 
1906 when the common just stopped 
short of reaching $200 per share, realized 
rich profits, while those who had the 
ill luck or bad -judgment to buy at in- 
flated prices have never had an oppor- 
tunity to get out even and probably never 
will. Federal has seen golden hopes real- 
ized and bright dreams dissipated and 
over its properties and valuable smelting 
contracts many a bitter legal battle has 
been fought. Its career has been .spec- 
tacular but its end seems likely to be 
colorless and uninspiring—a wasting 
away until the point is reached where its 
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scanty remaining ores can no longer be 
profitably treated. 


Refractory Ore Bodies 


It is not generally known that the 
Federal Mining & Smelting Co. is the 
largest producer of lead in this country. 
Last year its shipments totaled 137,390 
tons, or nearly 275,000,000 pounds of the 
heavy metal. This is nearly one-quarter 
of the entire production of the United 
States, which in 1916 made a record to- 
tal of 558,200 tons. Federal is now ob- 
taining its ores chiefly from four proper- 
ties, the Wadner, Morning, Mace and 
Green Hill-Cleveland groups. The ore 
reserves of thesé groups stood as follows 
on January 1, last: 


se aed 19,300 tons 
EN cn atsearecsseoetsssgeese 763,700 tons 
DL elles Leieh st Sanka anon ae 7,200 tons 
Green Hill-Cleveland ............ 16,900 tons 
MED cs ncnsinbdhotactadidn Gibie 807,100 tons 


As the company treated more than 
700,000 tons, round figures, last year, 
it will be seen at a glance that outside 
of the Morning the ore reserves of the 
other properties are negligible and all 
total but a little more than a year’s supply 
at last year’s rate of treatment. The 
Morning property has always been the 
backbone of the Federal group and until 
its ore bodies changed in character, about 
ten years ago, it promised to enable the 
company to earn handsome profits on its 
stocks for some years to come. 

The Morning ore became what is 
known in mining terms as “refractory.” 
That is to say, instead of containing a 
crystallized ore, it turned at depth to an 
ore body whose metal particles were dis- 
seminated. instead of being in more or 
less crystalized form, and this added 
greatly to the difficulty and to the cost of 
extraction. The management spent large 
sums of money on attempts to solve the 
treatment of the refractory ore, with but 
indifferent success. Certain changes and 
































improvements, including the installation 
of the oil flotation system, were inaugur- 
ated, which helped considerably, but to 
date the problem is still unsolved. Even 
Thomas A. Edison was unable to crack 
that hard mining nut, although he de- 
voted considerable attention to the mat- 
ter. 


Federal’s Life 


There are two sure cures for a mining 
company suffering from ore-exhaustion. 
One is the discovery of new ore bodies 
on the company’s own lands, and the 
other is the acquisition of other mining 
properties. Nevada Consolidated is an 
example of a company which found new 
ore on its own grounds and Granby Con- 
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uable to the latter. One can never say 
in the case of mining properties that no 
new ore bodies will be uncovered, but in 
the case of Federal after all these years 
the probabilities are much against the 
discovery of any important new ore re- 
serves, 
Seeking New Properties 
That the management is energetically 
seeking to acquire new properties and the 
success, or rather lack of success, at- 
tained along that line is indicated by the 
following statement of President Brown- 
ell to the shareholders: 
“In the effort to secure additional 
properties, the company’s engineers, 
during the year, examined forty-one 





Mill of the Federal Mining & Smelting Co. 


solidated is one which added years to its 
existence by acquiring new properties. 

What are Federal’s prospects along 
these lines? 

The writer is inclined to the belief that 
they are not great. The management of 
Federal is-an excellent one, it has an 
available working capital of approxi- 
mately $1,600,000 and with its Guggen- 
heim backing could doubtless obtain any 
funds necessary for developing or pur- 
chasing new properties. It may be as- 
sumed that those whose interests lie with 
the company have literally left no stone 
unturned, especially since the long-term 
ore-treatment contract which the com- 
pany has with the American Smelting 
& Refining Company is exceedingly val- 





prospects and mines, at a cost of $3,- 

684. None of them was considered 

available. Of these properties twenty- 

two were located in Idaho, one in Brit- 
ish Columbia and ten in Montana.” 

In a property of the character of Fed- 
eral it is all but impossible to forecast 
its term of life with any degree of exact- 
ness. Although the company has de- 
veloped ahead but a little more than a 
year's ore, experience shows that the ore 
actually in sight must not be taken as the 
basis for figuring the life of the property. 

For instance, the company mined 700,- 
000 tons during last year and the ore 
reserves decreased only 8 per cent. But 


it may be taken for granted that while 
Federal may operate for some time to 
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come, those who direct its affairs see the 
end in eight as evidenced by their efforts 
to acquire new properties. 


Outlook for Stock 


The idea in connection with Federal 
seems to be to make lead while the war 
lasts, i. e., to push out the metal in order 
to take advantage of prevailing high 
prices for the metal. Last year shipments 
jumped to 137,390 tons, compared with 
75,449 tons for 1915, which was a gain 
of 82 per cent. Earnings in 1916 were 
equivalent to 7.27 per cent on the pre- 
ferred, as contrasted with 2.51 per cent in 
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1915, 4.60 per cent in 1914, and 7.33 per 
cent in 1913. Last year the common 
showed .53 per cent against nothing for 
the two preceding years and 2.67 per 
cent in 1913. 

The preferred stock whose dividend 
rate was restored to a 7 per cent basis 
early in the year, has unpaid back 
dividends of 934 per cent, while the com- 
mon pays no dividends and hardly seems 
likely to go on a dividend basis, at least 
in the near future. Present rate of earn- 
ings would seem to insure the present 
dividend rate on the preferred for the 
current year and perhaps something on 
the back dividend account. 


_ its mines 





Federal’s plan of forcing production 
while metal prices are high, although it 
depletes the ore reserves much faster, is 
good business. May earnings totaled 
$217,016 after all charges, as compared 
with $204,587 for April. These earnings 
are at the rate of $28 per share on the 
common after the 7 per cent preferred 
dividend, or between $12 and $15 on the 
common after deducting the back pre- 
ferred dividends. 

As long as the war lasts and lead 
prices remain high Federal will unques- 
tionably continue to show large earnings, 
but it must not be forgotten that Federal 
is a rapidly liquidating proposition, and 
according to President Brownell, some of 
cannot be operated at a 
profit on normal metal prices. The 
chances of new ore bodies being uncov- 
ered or purchased do not seem promising, 
although both happenings are quite with- 
in the realm of possibility. Not counting 
what might be salvaged from the mines 
and equipment, which are carried on the 
company’s books at $18,000,000 (that be- 
ing the par value of stock outstanding ) 
the company had net assets on January 1, 
last, of between $14 and $15 a share 
on the preferred. At 22-26 for the com- 
mon and 52 for the preferred the present 
favorable factors in the situation seem 
to have been fairly well discounted. 

Whether the investor takes advantage 
of the present better market for Federal’s 
securities to dispose of his holdings at 
this time depends largely upon whether 
he is temperamentally conservative or 
speculative. On the one hand is the 
prospect of earnings large enough to 
warrant present or even higher prices if 
the war continues, or the possibility, al- 
beit slight, that new ores will be dis- 
covered or new properties acquired. On 
the other hand, there is the outlook, with 
the end of the war, of a slump in lead 
prices and a corresponding slump in Fed- 
eral’s earnings and quotations for its 
stocks. We leave'the individual investor 
to determine his course of action. !n 
any event, conditions and prospects do 
not warrant purchasing Federal stoc's 
at this time. 























Amer. Smelt. & Ref.—The N. Y. Stock 
Exchange announced that application has 
been made to list this company’s $46,256,400 
first mortgage 30-year 5% bonds, Series A, 
due April 1, 1917. 


Anaconda.—Selected a site for a rod and 
wire mill to be built at Great Falls, Mont. 
It will be ready for operation in the spring 
of 1918. The capacity of the mill will be 
200,000 Ibs. of copper rods and 85,000 Ibs. 
of copper wire, working on eight-hour shifts. 
The investment will be about $500,000. In 
July produced 12,400,000 Ibs. of copper, com- 
pared with 20,400,000 Ibs. in June and 28,- 
400,000 Ibs. in May. July, 1916, production 
was 28,200,000 Ibs. 


Braden.—One of the largest export con- 
tracts for wooden pipe ever placed has been 
let by the Braden Copper Co., of Chile, to 
the Redwood Export Co. The order calls 
for 2,800,000 feet of 4 x 6 rough clear Cali- 
fornia redwood pipe stave stock, to be used 
for a pipe line 30,000 ft. long on the Braden 
company’s Chilean property. The total cost 
of installation will be in the neighborhood 
of $1,000,000.. In July produced 6,050,000 Ibs. 
of copper, compared with 5,002,000 Ibs. in 
June and 2,760,000 Ibs. in July, 1916. 

Butte & Superior.—July production was 
1,395,000 Ibs. of zinc in concentrates. Strike 
conditions made necessary to remill tailings 
carrying a zinc content of 2%, of which 16,- 
500 tons were treated with a recovery of 
70%, making concentrates with a grade of 
from 34% to 35%. The concentration ratio 
was 27 to one. There were 2,800 tons of 
ore mined during July averaging 16% zinc, 
this ore concentrating with recovery of 96%. 

Cerro de Pasco.—Production for July was 
announced as 6,262,000 Ibs. of copper, com- 
pared with 5,032,000 Ibs. in June, 4,670,000 
Ibs. in May and 5,936,000 Ibs. in _ dont 

. Ariz.—For first six, =v"ths 0 
Pan tye of g5E4,33, against $409,- 
503 in the same period of 1916. Copper pro- 
uuction was 9,480,000 pounds, comparing 
with 4,131,000 pounds, the increase being 
largely due to custom ores. 

Goldfield Consol.—During May produced 
23,300 tons, from which resulted a net real- 
ization of $10,186. There was 1,186 ft. of 
development work done at a cost of $6.51 
per foot. 

Granby Consol. Mg., Smelt. & Pr.—Grand 
Forks smelter is rapidly getting its copper 
production back to normal now that a suffi- 
cient supply of coal is assured by the ending 
of the strike of miners at the Crow’s Nest 
Pass Coal Co. Four furnaces are now in 
operation. Two more will be blown in dur- 


ing the next few days, which will leave but 
two idle. 

Greene Cananea—Declared a regular 
quarterly dividend of $2 per share, payable 
Aug. 27, to stock of record Aug. 15. 


The 


Mining Notes 
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dividend is payable only upon the $100 
shares into which the capital stock is di- 
vided. All stockholders who have not con 
verted their holdings into $100 par value 
should do so without delay in order that 
they may receive their dividend promptly. 

Island Creek—Pond Creek—In the six 
months ended June 30 production of the 

Island Creek Company was 957,924 tons as 
compared with 1,173,594 tons in the same 
period of 1916 and net profits were $1,046,- 
000, or $6.90 a share, as compared with 
$478,429, or $4.00 per share for the same 
period of 1916. Pond Creek showed a 
larger percentage of gain with production 
of 523,062 tons as against 484,405 tons for 
the first six months of 1916, and net earn- 
ings of $635,000 after all charges, or $3.17 a 
share, as against $101,494, or 50 cents per 
share in the same period in 1916. In the 
case of both these companies, the first quar- 
ter’s earnings were realized on the basis of 
prices prevailing during the greater part of 
1916. 

Isle Royale—Extension of electric haul- 
age at Isle Royale is expected to increase 
production by next month at the very latest. 
The mine has nine motors ordered and half 
of them are to go into No. 4 shaft, where 
rock of high mineral value has been encoun- 
tered. 

Miami.—Has been entirely closed down 
since July 1 owing to the labor troubles. 
Numerous reports have been published, 
stating that Miami was producing, although 
in a greatly curtailed degree. -Miami pro- 
ductions for June amounted to 5,349,000 Ibs. 
of copper, but since that time uo further 
production has been made. 

North Butte.—Earned $257,756 in quarter 
ended June 30 after making deductions for 
fue damage, shut down expense and com- 
pensation and liability claims. Dividend of 
$1 was paid requiring disbursement of $430,- 
000. Surplus on June 30 stood at $5,855,541. 
Production in the quarter amounted to 
4,601,067 Ibs. of copper, 224,074 ozs. silver 
and 305 ozs. gold. From zinc ore there was 
produced 676,263 Ibs. zinc and 4,319 ozs. 
silver. Earnings after deducting payments 
are at the rate of approximately $2.30 per 
share annually on the outstanding stock, 

Shattuck Arizona—Company’s surplus of 
$660,732 for the quarter ended June 30, 1917, 
is equivalent to $1.88 a share earned in the 
period on $3,500,000 capital stock of $10 par 
value, or at an annual rate of $7.52 a share. 
This compares with an annual rate of $7.88 
a share the year before. 

United Verde.—A full force of men is at 
work at the mine and smeltery there. Opera- 
tions were started July 1 with the aim of 
producing 8,000,000 Ibs. of copper during the 
month. June production established a new 
high record when 5,200,000 Ibs. copper were 
shipped from Jerome. 























Mining Inquiries 





Tenn. Cop. & Chem. 

T. McC., Steubenville, Ohio.— Tennessee 
Copper & Chemical is, we assume, the stock 
you refer to'as Tennessee Copper. This stock 
is speculative, but as a speculation it has cer- 
tain features to recommend it. The company 
is fast working into a stronger position—we 
refer now to the Tennessee Copper Co., for 
which the Tennessee Copper & Chemical Cor- 
poration is the holding company. However, 
it will be a long time yet before dividends may 
be considered a possibility and for that rea- 
son the stock is not desirable to purchase just 
= the trend of the market is down- 
ward. 





Ray Hercules 


M. M.—Ray Hercules is not likely to go 
sqnonet the current of a declining market. 
The stock has certain meritorious features to 
recommend it as a long pull speculation, but 
in view of the fact that vou are likely to have 
an opportunity to pick it up at a lower price, 
we suggest that you defer any contemplated 
purchase. 

As to the statements contained in the clip- 
ing you enclose, would say that these are a 
airly reasonable summary of the outlook, but 
there are always so many uncertainties in the 
future of mining properties, and especially of 
those properties at the early stage of develop- 
ment of Ray Hercules, that it is always better 
to accept optimistic estimates of earnings, etc. 
with a grain of salt. You may be quite sure 
that the object of market letters from fly by 
night stock brokers is to induce the recipi- 
ents to buy stock. These letters have a way 
of painting word pictures in much brighter 
colors than is warranted by the actual condi- 
tions. 





Silver Stocks 


L. W., Freeport, L. I, N. Y.—Nipissing 
has an authorized capital of 1,200,000 shares, 
all outstanding, par value $5.00. The com- 
pany is the holding corporation for the 
Nipissing Mining Co., Ltd., which owns 846 
acres in the heart of the Cobalt District, 
Ontario, Canada, comprising a compact 
group. The company has produced over 40,- 
000,000 ounces of silver since it started op- 
erations. It is still one of the largest of 
the silver mining companies. The property 
has not a great amount of high-grade ore, 
but there is enough low-grade ore to permit 
the company to operate profitably on pres- 
ent silver prices for a long time to come. 
As silver prices should remain high for sev- 
eral years at least following the close of the 
war, we expect Nipissing to go on making 
good profits and paying good dividends. 
The stock may be regarded as a good specu- 
lative investment for that reason. 

Kerr Lake has an authorized capital of 
600,000 shares, all outstanding, par value 
$5.00. This company owns the entire capital 
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stock of the Kerr Lake Mining Co., Ltd, 
an Ontario corporation. The operating com- 
pany owns 57 acres in the heart of the Co- 
balt District, Ontario, Canada. As the ore re- 
serves of this company are considerable, it 
is reasonable to suppose that with high 
silver prices it will be able, for some time 
yet, to maintain current dividends, perhaps 
to increase the rate. The speculativeness of 
the stock lies in thc fact that the life of 
the mine is uncertain. As a speculation the 
stock is rather attractive, 





Ontario Silver 


W. H. M., Chicago, I1l—Ontario Silver is 
a speculation pure and simple. The stock 
was advanced to the unwarrantably high 
level of 1134 in 1916. It may again return 
to that price, but frankly the outlook is not 
encouraging for expecting any such per- 
formance, in the near future at least. Divi- 
dends are a remote possibility. The mine 
was formerly a profitable one, but all the 
known high grade ore has been exhausted, 
and the only hope now is that by dint of 
persistent effort and through good manage- 
ment the company may be able to operate 
with some profit by handling a large amount 
of low grade ore at the high prices now 
prevailing for silver. Of course, there is 
always the possibility that new ore bodies 
may be discovered. You would assume a very 
large speculative risk in buying the stock. We 
do not recommend that you do so. 





Ray Consolidated 


M. E., Pittsburgh, Pa—Ray Consolidated 
is certainly not in a favorable _ invest- 
ment position. Not alone are the _ possi- 
bilities in connection with Government taxa- 
tion, price fixing, etc., against an advance 
in the stock, hut the trend of the copper 
metal market appeai> ta have reached the turn- 
ing point. Lower prices tor cegner metal are 
particularly unfavorable from an carnings’ 
standpoint because of the very much in- 
creased costs of production. We suggest 
that you protect your Ray with a stop or- 
der and be ready to close it out on any 
good rally. From a technical market stand- 
point the probabilities favor a good rally. 





Utah Metal & Tunnel 


I. R. Norwich, Conn—Utah Metal & 
Tunnel is highly speculative, and we con- 
sider the stock very risky to hold at this 
time. If you are willing to tie up your 
money for possibly a long period in the ex- 
pectation that eventually you will reap very 
good profits, we can recommend your 
switching into United Eastern, for this stock 
has excellent possibilities for the long pull. 
Of course, it is speculative, all mining 
stocks are, but as a speculative mining issue 
it is extremely attractive. 
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Unlisted Munitions Stocks 


Maxim Munitions and Aetna Explosives—Doing Better But 
Lack Working Capital—Splendid Record of Marlin 
Arms—An Interesting Analysis of Hercules Powder 





By EDWARD KNIGHT 








AM positive that the stocks of 
those companies which have 
the facilities to turn out prod- 
ucts which the United States 

Government will need in this war are 

going to have another rise.” 

This statement comes from a man 
who, closely affiliated with interests 
which did a lot of buying in this coun- 
i.y, for the allied governments early in 
the war, has kept close tabs on the am- 
iaunition business throughout the period. 
He is very clésely connected with a com- 
pany which has already done a big busi- 
ness in war materials, and which is now 
negotiating with the United States Gov- 
crnment for a good sized contract. Hav- 
ing in mind the Maxim Munitions Co., 
and the Aetna Explosive Co., I asked 
him if he thought companies deficient in 
working capital would participate in this 
turn. He replied that if they had the 
capacity to turn out what this govern- 
ment needs, then. the money to supply 
working capital would undoubtedly be 
arranged for. 





Many Exceptions 


This manner of reasoning appears to 
have a good deal of logic to it. Coming 
from such a source, I place a good deal 
of confidence in the statement. How- 
ever, even though the war shares may 
have another turn, that does not mean 
that all of those companies which shared 
in the-boom of 1915 and 1916 will par- 
ticipate. . Some of these companies have 
had to pay dearly for the experience they 
had in war contracts. This applies to 
such companies as Westinghouse Elec- 
tric and Baldwin Locomotive. But some 
companies either were already in a busi- 
ness of supplying’ materials used in war, 
or were organized to carry on such a 
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business. The experience of some of the 
latter was not a decided success. 

For example, those who purchased 
into Aetna Explosives and Maxim Muni-. 
tions received a very bad scalding. But 
these two companies have finally got 
their plants going in good shape and in 
a position where they can easily handle 
orders from this government. Both are. 
sadly deficient in working capital. If the 
government can see its way clear to 
finance orders which it gives to these 
companies, then the outlook for both is 
bright and higher prices for the stocks 
of both ought te be in prospect. If not 
then the holder of stock is in a decidedly 
speculative position. There is good 
ground for believing that means will be 
supplied for financing their require- 
ments. 

Other unlisted munition, but higher 
priced stocks in which there would seem 
to be good prospects are Marlin Arms, 
Hercules Powder and E. W. Bliss. 


Maxim Munitions Awakens 


Authentic news on Maxim Munitions 
is very hard to get. The management 
was always very secretive. President J. 
W. O’Bannon came out in a signed state- 
ment recently in which he took ex- 
ception to wild statements that brokers 
were making about earnings. In this 
statement he said that the company had 
recently taken orders from an allied gov- 
ernment for 250,000,000 cartridges. It is 
completing an order from the Danish 
Government, and is understood to be 
working on U. S. Government orders. 
No official statement of earnings has ever 
been made public. In a way therefore, 
in diagnosing the position of this stock, 
one is working more or less in the dark. 
But President O'Bannon did make the 
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statement recently that the orders now 
on the books could probably be filled on 
a profitable basis. It is said unofficially, 
that these contracts will approximate 
over $7,000,000. As a matter of fact 
they will probably total a greater gross 
than this. 


Weak in Working Capital 


While the Maxim Munition corpora- 
tion originally intended to manufacture 
machine rifles, I am told that the com- 
pany has not as yet manufactured any. 
At the present time it is operating two 
plants, one at Watertown, New York, 
and another at Derby, Conn. As of 
March 1, last, orders on the company’s 
books were reported as follows: 5,000,- 
000 cartridges for the U. S. Government, 
30,000,000 cartridges for the Danish 
Government, 500,000 Russian bayonets 
for the New England Westinghouse, and 
some miscellaneous orders. The balance 
sheet as of March 1, last, shows current 
assets of $750,000, of which approxi- 
mately $121,000 is in cash. Current lia- 
bilities were $740,600. It is obvious then 
that the company last March was weak 
in working capital. The total appraised 
value of the property is reported to be 
$1,468,000. The company has recently 
purchased the cartridge machinery of 
the Kathodian Bronze Company. This 
will increase its capacity, and now that 
it has substantial orders on its books, 
ought to place it in a position where 
more can be expected of it than in the 
past. 

The company has an authorized capi- 
tal of 1,000,000 shares, par value $10 per 
share, of which 650,000 shares are out- 
standing. The property therefore is 
selling on the market for about $1,200,- 
000. Preceding the stock is a bond 
issue, of $500,000 first mortgage 6s con- 
vertible into stock at par. It is impos- 
sible to get any official statement of earn- 
ings, but unofficial statements are to the 
effect that the company is today earn- 
ing at a rate close to the present selling 
price. It is in this of course that the 
gamble lies. 

It would seem from the recent state- 
ment of the president, that the present 
management has decided on making the 
company as successful as possible. The 
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company’s quarters in New York look 
more businesslike than they did when 
the stock was a mere promotion and when 
the chief interest of the original man- 
agement seemed to be centered in selling 
stock, and. it would seem that with its 
working capital position strengthened, it 
would be in a position where the price 
of the stock should do better. The 
stock has been very much more ac- 
tive recently, and has sold up to 2%. 
There has been no opportunity for any- 
one to unload since that time, and as a 
matter of fact there would seem to be an 
inclination on the part of insiders to hold 
it down. 


Marlin Has Made Good 


Marlin Arms has never made public 
a financial statement of any kind. But 
it has made good the expectations of its 
promotors with a vengeance Recently 
the stock has had a big jump in market 
value. A director who set the writer 
right in the stock, when it first came out 
early last year, only the other day spoke 
in a highly optimistic manner. He was 
correct in his expectations at that time, 
and there is reason for believing that he 
will be correct in his present diagnosis. | 

The Marlin Arms Corporation, or as 
it is now known, The Marlin Rockwell 
Corporation, has the largest capacity for 
manufacturing machine guns of any 
company in this country. It manufac- 
tures the Browning gun, under a license 
from the Colts Patent Fire Arms Co, It 
now has a daily capacity for about 200 
guns per day. This I understand com- 
pares with a capacity of about 50 guns 
for the Colts Co. itself. The latter com- 
pany was recently reported to have been 
awarded an order for 20,000 guns by the 
U. S. Government. Officials of the Mar- 
lin will not say whether they have orders 
or not. At all events it is known that 
negotiations are on, and people in close 
touch with the situation, say that un- 
doubtedly the company will receive large 
orders at prices which will allow good 
profits. 

A Successful Record 


The company has been very successful 
on its first orders. In fact it had a con- 
tract with the British Government for 
the manufacture of Colts Automatic 
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1914 model machine gun. This is the 
Browning gun. The contract was modi- 
fied several times, but finally completed 
at a good profit. This profit is indicated 
by the fact that the $3,500,000 7 per 
cent preferred stock was fully retired 
out of profits last January. Of course 
the company can hardly expect to get the 
profit out of orders from this country 
that it has been getting. The old com- 
pany had only 60,000 shares, but the 
new company, when the plan is finally 
completed, will have a capital of 81,166 
shares. This is not a large capitaliza- 
tion, especially by virtue of the fact that 
there is no other security or lien ahead 
of it. 

When plans are finally completed the 
Marlin Rockwell Corporation will not 
only be in a position to profit from war 
orders, but it will be on a profitable 
basis, and doing a regular domestic busi- 
ness in other lines, particularly in roller 
and ball bearings. Mr. Rockwell, the 
president, has had good experience in 
this, as he was formerly head of the 
New Departure Co., one of the success- 
ful subsidiaries of the United Motors. 
As a matter of fact, it was on the basis 
only that he should be president of the 
company, that this company received the 
large contract for machine guns that it 
did from the British Government. 

There is a big profit in the machine 
gun industry, and the business is of such 
a nature that the government cannot re- 
strict prices as it can in steel products 
and the like. It can take away a large 
part of the profits through taxation, but 
this it can do to any corporation. 

It is very probable that there will be 
some reaction from present prices, and 
if so the stock should offer the basis 
for a very good speculation. The man- 
agement will make no statement in re- 
gard to dividends. In fact it is prac- 
tically certain that no dividends will be 
paid until a big working capital has been 
established, and the company placed in 
a position where it can earn satisfactory 
dividends in peace times. 

The Rejuvenated Aetna 

The record of the Aetna Explosive 
Company is not one of which the original 
promotors and early management can 
feel proud. It is distinctly the opposite. 


Organized early in 1915 to manufacture 
explosives, it consolidated several old 
plants and later built several fine modern 
and up-to-date plants. It now has twen- 
ty-three plants. Stockholders have sub- 
scribed a great deal of money. Almost 
$5,500,000 preferred stock was origi- 
nally purchased by the public, around $85. 
Common stock to the amount of $7,000,- 
000 was issued, which at one time sold 
up to 180. It also sold an issue of $2,- 
000,000 notes and later the bankers were 
found holding notes to the amount of 
$2,000,000 more. Here then we can ac- 
count for close to $13,000,000 raised for 
this property, figuring the common at 60. 

A financial readjustment became nec- 
essary. Common stock to the amount of 
630,000 shares of no par value was is- 
sued. Stockholders received 210,000 
shares in exchange for their old stock, 
while the remaining 420,000 shares were 
offered at $20 per share subject to an 
underwriting profit of 10 per cent. From 
the proceeds the $4,000,000 notes were 
paid off. The net result meant that over 
$17,000,000 has been raised for this 
property. Yet it has never been a suc- 
cess. Finally last April receivers were 
placed in charge. 

$17,000,000 Expended 

Since Receivers Holt and Odell were 
placed in charge, the company has taken 
on a new lease of life. The stock -has 
had a good advance and if the courts 
decide in favor of the company in the 
matter of a suit over commissions on a 
munitions contract, the outlook is de- 
cidedly good. This company, for which 
approximately $17,000,000 has been 
raised in the last two and one-half years 
is now selling in the market for not over 
$9,000,000. This includes the $2,958,800 
due to creditors, on May 31, last, and 
takes account of the preferred and com- 
mon stocks at their present market value. 

Here then is a fully and modernly 
equipped explosive concern, selling at a 
price equal to about 60 per cent of the 
money put into it recently ; already work- 
ing on orders and ready to take on more 
and for the first time probably oper- 
ated efficiently. For the first time in the 
company’s history it is not asking credit 
and is discounting its bills promptly. 

Under the receivers the properties 
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have shown splendid results. In the six 
weeks from April 20 to May 31, the 
company after interest charges, but be- 
fore amortization, earned $533,000. This 
is at a rate equivalent to about $4.70 
per share. This, of course, is better 
than can be realized right along. 

Matters are developing to a point 
where, before long, this property can 
again be turned back to the stock- 
holders. It is expected that in the pe- 
riod between June 1 and December 31, 
1917, the company after depreciation on 
domestic plants, but before amortization 
of military plants, can show profits of 
around $350,000 per annum. Even 
though expected profits were reduced 
$100,000 this would ‘be $250,000 per 
month. This would be at the rate 
of $1,750,000 for the seven months. Add 
to this the profits of $533,000 for the six 
weeks above mentioned and we get a 
total of about $2,283,000 for about 8% 
months. This, after preferred dividend 
requirements, is equivalent to about 
$3.26. It is at the rate of about $4.50 
per share per annum. 


A Business of $45,000,900 


The company last year did a business 
of approximately $45,000,000. This, how- 
ever, because of a’very drastic lack of 
working capital, poor financing and poor 
management, was unprofitable. The 
receivers since they have assumed charge, 
have reduced the amount owed creditors 
from $4,900,000 to $2,958,818. . They 
have also introduced economies such as 
a reduction of about $200,000 in the 
rental of the company’s New York of- 
fice. They have put the Canadian plant 
on a profitable basis, and also several 
smaller plants, and they have  suc- 
ceeded in getting the French Govern- 
ment to modify its contract. The com- 
pany through this will not have to carry 
such a large stock of raw material and 
thereby a good deal of money will be 
released for additional working capital. 

It is obvious, then, that its financial po- 
sition is stronger probably than at any 
time in its history. It is already work- 


ing on a smokeless powder contract for 
the U. S. Government, and said to be 
very satisfactorily meeting the require- 
ments. 


This government will ct hesi- 





tate at supplying the funds necessary to 
get out the product. 

Under the old management | would 
have advised against dealing in this 
stock, but it is an altogether different 
proposition today. It is only necessary 
for stockholders to protect theinselves 
with the proper managemert when the 
court gives the pronerty back into their 
keeping. The stock has already dis- 
counted a part of the improvement that 
has taken place. It ought to seli higher 
as it outlives its past. 

Hercules Powder Prospect 


A great many people feel that so far 
as large profits are concerned the clock 
has struck twelve for the Hercules Pow- 
der Co. But a close analysis of the situa- 
tion, nevertheless, indicates that the com- 
mon stock of this company today has 
a high degree of attractiveness about it. 
It can be purchased to yield about 6.23 
per cent and it can either maintain its 








MUNITION STOCKS PRICES 


High Low Present 
Maxim Munitions ...... 13% 1% 2 
Aetna Explosives ...... 25% 1% 7 
SAA 118 22 115 
Hercules Powder ...... 450 117 245 








present dividends well into the future or 
it has liquid assets which it can distribute 
to a value that would neutralize or offset 
any decline in market value. 

The great artillery contests in the war 
today uses up enormous quantities of ex- 
plosives. The extensive mining opera- 
tions as a result of the war, consumes 
enormous quantities of black powder 
and dynamite. The successful manu- 
facturers of these products have made 
tremendous profits and have paid very 
big dividends. The Hercules Powder Co. 
has been one of these. The company is 
one of the largest manufacturers of dy- 
namite and blasting powders and manu 
factures black and smokeless powder. It 
was organized late in 1912 and in 1913 
and 1914 earned 15.65 per cent and 14.32 
per cent respectively on its common 
stock. In 1915 it earned 63.19 per cent 
on this issue and in 1916 it reported 
earnings equivalent to 227.25 per cent. 
The common stock received only 3 per 
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cent in 1913, received 8 per cent and 
16 per cent respectively in 1914 and 1915 
and in 1916 received 95 per cent, of 
which 47% per cent was in Anglo- 
French bends. In the first half of the 
current year it has paid 8 per cent in 
cash and 47 per cent in Anglo French 
bonds. 

When this last dividend was an- 
nounced the management stated that 
there still remained over $9,000,000 out 
of the earnings of the last two years. 
This is equivalent to about $125 per share 
and is being used for working capital 
with the intention of paying it out in 
dividends when conditions warrant, it. 
The earnings of the last two quarters 
have’ been on a declining scale. Net 
profits, however, for the six months, after 
preferred dividends, were $3,163,800, 
the equivalent of over $41.50 for each 
share of the $7,150,000 common stock. 
Eight dollars of this was paid out in divi- 
dends. This means, then, that on June 
30, 1917, there remained out of the earn- 
ings of the last two and one-half years 
an amount equivalent to about $158.50 
per share. As this will probably be paid 
out in dividends eventually, this means 
that the stock really can be carried at 
about 97. 

Of course, if it were paid out in divi- 
dends this would mean a reduction in 
regular dividends. But the company, as 
shown above, has already given a good 
account of itself in peace times, when 
its earnings closely warranted dividends 


This method 
of figuring makes the stock look cheap at 
present prices. 

Mining operations are again beginning 


at the rate of 8 per cent. 


to pick up. So also government orders 
are increasing. The business of this 
company, therefore, should and is ex- 
pected to increase. But suppose net prof- 
its of the last half of the year are no 
better than those of the first. Even this 
portends profits of over $6,700,000, or 
$6,325,000 after preferred dividend re- 
quirements. The U.S. Corporation man- 
agement deducted about 37 per cent from 
its net profits to provide for expected 
taxation. Deducting such a taxation pro- 
vision for the Hercules would leave earn- 
ings of about $3,847,000. This is equiva- 
lent to about $54 per share. This would 
mean that at the end of the year there 
would remain out of the earnings of three 
years, a balance equivalent to $163 per 
share. 

The situation, therefore, that confronts 
the stockholder of the Hercules Powder 
Co. is this: The company can maintain 
the present dividend for an indefinite 
period. Or, if the management decides 
to pay off in dividends the accumulated 
earnings of three years, the price of the 
stock could be written down to about $82 
per share. Surely there is plenty of en- 
couragement here. As a matter of fact, 
net tangible assets by the end of the year 
will undoubtedly be in excess of $100 
more than the present market value of 
the stock. 








NECESSITY’S MOTHERHOOD 


Mounting operating costs with no balancing increase in revenues has forced 


utilities throughout the country to “turn the penny over twice before spending 


” 


it. 


The adoption of efficiency methods where the saving was heretofore not 


considered worth the trouble has paved the way for future substantial earnings. 


One traction company has planted catalpa trees along its right of way which 


will be available for fence posts and ties in from eight to ten years. 


Another 


has discovered that by splicing in new strips of rattan a goodly saving is effected 


in seat covering. 


Splicing of copper feeder cable has been figured to the point 


where it is known just what length of conductor can be economically spliced or 
thrown to the scrap heap. The labor question has evolved the one-man safety 


car and two-car train units.—The Wall Street Journal Straws. 


























Unlisted Security Notes 





Aetna Explosives.—Balance sheet, as of 
June 30, 1917, showed profit and loss surplus 
of $1,127,841, and total assets and liabilities 
of $31,190,124. 


Amer. Brass.—Declared an extra dividend 
of 11%, in addition to the regular quarterly 
dividend of 11%4%, payable Aug. 15 to stock 
of record July 31. Three months ago 14% 
regular and 11% extra was declared. 


Amer. Linen.—Declared the regular quar- 
terly dividend of 14% and an extra of 1%, 
payable Aug. 1 to stock of record. July 20. 


Automatic Elec.— Passed the quarterly 
dividend of 1% on the capital stock. The 
last previous quarterly dividend was also 
passed by reason, as then explained by 
President Harris that the company had to 
carry unusually heavy inventories and finan- 
cial conditions were uncertain, although 
business was good and earnings exceeded 
dividend requirements. 


Bolivian Cattle Ranches.—Filed notice at 
Dover, Del., of an increase in capital stock 


from $500,000 to $750,000. 


Certain-Teed Products.—Reports sales for 
the first half of 1917 amounting to $4,150,- 
493.47 and net profits of $627,559.05, or over 
five times the amount necessary for the divi- 
dends on the first pfd. stock for the period. 
After setting aside $102,900 for the first pfd. 
dividend accrued to July 1, 1917, and $56,595 
accrued to the second pfd., there remains 
$468,064.05, or $7.80 a share on the common 
stock for the period, or at the rate of over 
15% per annum. 


Diamond Match.—Earnings are said to be 
running at about 17% on the stock, after 
deducting liberal bonuses for employes and 
excess profits tax. This compares with 15.50% 
last year. ; 


Eastern Steel—Declared a regular quar- 
terly dividend of 214% and an extra dividend 
of 5% on the common stock. The regular 
dividend is payable Oct, 15 to stock of rec- 
ord Oct. 1 and the extra dividend Sept. 1 to 
stock of record Aug. 18. The regular quar- 
terly dividends of 134% each on the first and 
second pfd. stocks were also declared. 


Electric Auto Lite—Company filed notice 
at Dover, Del., of an increase in capital stock 


from $13,000,000 to $15,000,000. 


Ford Motor.—Produced 270,000 cars in 
three months to June 30, a yearly average of 





over 1,000,000 cars. This means: 3,100 Ford 
cars completed every working day. 


General Cigar.—The $654,265 surplus after 
charges is equivalent to $2.64 a share earned 
in the six months ended June 30, on $18,104 
000 common stock after dividends on the pfd. 
stock, compared with $2.35 a share the year 
before. Dividends paid on the pfd. stock 
amounted to $175,000, and on the common 
stock $362,080. Balance sheet, as of June 30, 
PE geeiry peor and loss surplus of $3,- 

,6/7, and total assets and liabiliti 
$34,668,893. " 


National Acme.—Reported earnings for 
the first six months of 1917, showing net 
sales of $9,494,733, compared with $8,541,033 
forr the same months of 1916, an increase of 
$953,699. Net profits for the first half of 
the year were $2,510,002, compared with $2,- 
839,882 for the first half of 1916, a decrease 
of $329,880. Net earnings for the first half 
of 1917 were equivalent to $5.01 a share on 
the company’s capital stock, or at a rate of 
$10.02 a share for the fully ear. 


_ National Cloak & Suit—Reports for the 
six months ended June 30, 1917, net operating 
profit of $746,038, a decrease of! $21,264 as com- 
pared with the same period of 1916. This is 
after providing a reserve of $63,938 to cover 
Federal and State taxes. 


Nor. Amer. Pulp & Paper.—For the six 
months ended June 30, showed total earnings 
available for bonds, other interest and sink- 
ing fund of $632,106, so that after deductions 
pe — there remained a balance 


Quaker Oats.—Declared a quarterly divi- 
dend of 3%, an increase from 21%4%, the las! 
declaration. 


_ Sheffield Farms.—The company is offer- 
ing pro rata to holders of the $1,000,000 com- 
mon stock outstanding $200,000 additional 
common stock. Shareholders of record 
Aug. 1 have until Sept. 12 to subscribe to 
the new — The companys authorized 
common _ stoc is ,500,000 
$7 's00 ono. $ and pfd 


U. S. Tire—Upon receipt of the specifi- 
cations of the Motor Transport Board of the 
War Department with respect the standardiza- 
tion of steel fastenings for demountable motor 
truck tires, the company promptly made ex- 
tensive alterations in its factory equipment in 
order to manufacture this tire. 
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Should Business Men speculate ¢ 


Conditions Under Which the Man of A 


airs May Purchase 


Stocks—A Question of Fitness 





By FRANK C. FORSYTHE 





T long ago the writer had the 
pleasure of reading a little trea- 
tise on the question whether 
business men should buy stocks, 

which had been written by a well known 
author on statistical matters. . The ques- 
tion, in a sense, is somewhat superfluous, 
because if business men did not buy 
stocks, who would buy them in sufficient 
quantities to make the business of is- 
suing, underwriting and trading in 
stocks profitable? 


The question whether a business man, 


should buy stocks is, nevertheless, trite 
enough when applied to the individual. 
Business men as a class must be stock 
buyers, otherwise the business of stocks, 
one of the largest and most important in 
the commercial world today, must lan- 
guish, and in the end fail. Every man in 
business, then, must answer the question 
for himself. It may be profitable for 
one man to deal in stocks ; for another, of 
different temperament, it may be neces- 
sary to his peace of mind, and the suc- 
cess of his business, to leave the stock 
market severely alone. 


Using Idle Funds 


Aside from its economic status, which 
is too well established to need defense at 
the writer’s hands, the stock market ap- 
peals to the business man, especially, as 
a convenient medium for the employment 
of funds either permanently or tempor- 
arily not required in his regular business. 
A man who would take capital needed in 
the development of his own business and 
use it in stock market operations would 
be a poor type of business man. Any 
business depending on the judgment of 
such a man would have little chance of 
success. And the same idea would ap- 
ply to the stock market operations of that 
type of man. His is the type which in- 
variably overtrade, who take a chance, 
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and eventually “go broke” and blame 
Wall Street for all the entailing train of 
misfortune! Business men, in the opin- 
ion of the writer, should be buyers of 
stocks, under certain conditions, it is 
true, and they also should be sellers of 
stocks at such times as an overbrought 
situation in the market became manifest. 
And it is perhaps in the latter instance 
that the average business man needs the 
guidance of expert advise to a greater 
extent than in the first. From’ his 
banker, his broker, his friend “on the 
inside” perhaps—from many sources, re- 
liable and otherwise, is advice pertaining 
to the time to buy readily forthcoming, 
but once in the market he is usually left 
to his own judgment in determining the 
time to get out. If his judgment is good, 
all is well ; if his judgment is only that of 
the average man, he is certain to come to 
grief eventually. 


A Question of Fitness 


What type of business man should biy 
stocks? The answer is, any business 
man, big or small, who has accumulated 
a cash surplus not necessary to the con- 
duct of his business, and who has the 
spare time and the inclination to make a 
serious study of fundamental economic 
relation to general business conditions, 
methods of those who make stock opera- 
tions their only business, and the every- 
day characteristics or phenomena of price 
fluctuation. In other words, any busi- 
ness man with capital who is willing to 
learn the first principles of stock trading, 
as he was willing to learn those of his 
own business, can soon fit himself to 
trade in stocks with safety, and eventu- 
ally, if he has the necessary perseverance, 
with profit to himself. 

When should business men buy stocks ? 
is, indeed, a much larger question. Yet 
there is also an answer, the accurate one, 
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as well, to this more difficult query. A 
certain clever wag once said, “Buy them 
when they are cheap and sell when dear,” 
and so established a lasting reputation 
for himself. Admittedly his was good 
advice, its only fault being that it was 
not quite specific to be practical. Like 
the vast majority of opinion on stocks 
going the rounds daily, it is entirely too 
general in application to be of use to the 
average person interested in the market. 


Buying When Stocks are Cheap 


How shall one know when stocks are 
cheap? Considering that class of stocks 
known as seasoned dividend payers, the 
question lends itself to a ready solution 
through the means of comparisons. For 
instance, when an average group of say 
ten of that class of stocks return 6 per 
cent or more annually on the market 
price, it may be said that such stocks are 
cheap. When, on the other hand, the 
yield gets down below 4 per cent, one 
would be justified, in the light of past 
experience, in concluding that they were 
dear at prevailing prices. This method 
of appraising stock values has the: merit 
of simplicity, and is one of the best and 
most reliable, when supplemented by 
other aids to judgment and sufficient 
market knowledge and experience to dis- 
criminate wisely in the selection of stocks 
to buy and sell. 

‘But, unfortunately, the opportunities to 
put the principles of this method into ac- 
tual practice occur so rarely that an ac- 
tive operator could not depend on it sole- 
ly for guidance. The business man, hav- 
ing seasonable accumulations of idle capi- 
tal which he desires to use in the stock 
market, must look elsewhere for a work- 
able plan. 

The article referred to at the begin- 
ning of this little talk put great stress 
on the desirability of the study of*so- 
called underlying fundamentals, which 


the writer claimed controlled the long - 


swings of the market, and upon the 
knowledge of which he claimed was 
based all the ‘great, honest fortunes of 
the present day. 
The Study of Fundamentals 

Without in any way desiring to ques- 
tion the value of the study of fundamen- 
tal conditions in their relation to the 









movement of stock prices, it is enough 
to state here that such study, as it has 
of late years been developed along most 
scholarly and scientific lines, appears, on 
comparison with more direct and less in- 
volved and less elaborate lines, at best 
a rather round about way to arrive at a 
market opinion. 

Time and again it has been said that 
the stock market discounts coming busi- 
ness conditions. If this is so, then to 
study such conditions with a view of us- 
ing them as a basis for forecasting the 
future movement of the stock market 
seems very much like getting the cart 
before the horse. If, however, it is not 
true that the market discounts the future, 
but follows business conditions, then it 
is obvious that the study of fundamen- 
tals is highly useful to those who trade 
in the stock market. Yet, even if the 
latter supposition were correct, it is also 


true that study of fundamentals would 


be for the purpose of determining a fu- 
ture condition, later fitting a market fore- 
cast to conform with the expected devel- 
opment of fundamental growth or de- 
pression, as the case may be. 

So the business man interested in 
stocks has a choice, in the beginning, 
provided he is intelligently interested to 
the point that he is willing to to do any 
serious study at all, between the con- 
sideration of fundamentals and the mar- 
ket itself. For his own education in the 
matter perhaps it would be well if he 
were to investigate both. 

Studying the Market Itself 

What is there in the transactions as 
reported daily which lends itself to 
study? First, there are the price move- 
ments of the individual stocks; second, 
the daily turn-over in shares, known as 
“volume”; third, the element of time, 
that is, the number of minutes, hours, 
days, weeks or months used in making 
certain movements. Individual stocks are 
taken and considered separately and va- 
rious groups of stocks, combined in what 
are known as averages, are also studied. 
Any business man who is interested in 
stocks to the extent of buying or selling 
in ever so limited amounts, can stud) 
these things to his profit and enlighten- 
ment. 

(To be continued.) 





























Technical and Miscellaneous Inquiries 





Short Selling 


Q.—I presume it is not a practicable prop- 
osition or it would have been adopted by 
many before, but it would seem to me that 
there are possibilities in the idea of remain- 
ing long of one’s favorite stock or stocks and 
going short of a similar amount in some other 
stock. This would, of course, necessitate the 
possibility of remaining short of a stock for 
sometime, and running the expense of pay- 
ing the dividend, but this is no more expen- 
sive than paying interest to one’s broker, that 
is for the portion purchased on margin. 

I fear there is very little merit in this idea, 
but I will thank you for an expression of 
opinion regarding it. Why is there so deep- 
rooted an objection to remaining short of a 
stock over any period of time, say in the case 
of a stock like U. S. Steel, which can be 
easily borrowed, and the chances of being 
compelled to cover are so small? 

Ans.—Your idea about going tong of one 
stock and short of another as a spread, has 
much to recommend it, and is a method 
which has been adopted by some very large 
operators. It is not a mode of operation 
which would pay a novice, however. It has 
very good chances for success with one who 
makes an intelligent and very careful study 
of the market. 





Stop Orders 


Q.—I have a problem which I would like 
to have you solve for me, and would be 
very grateful for any information which you 
might give me. 

I am a holder of 125 shares of Republic 
Iron and Steel Common. On May 28, 1917, 
I wired my broker at New York at-9 A. M. 
to place a stop at 91, and I received his re- 
port this morning stating that he sold at 
stop 100 shares at 91, the other 25 shares at 


8934. Now, I question his rights as broker 
to sell my 25 shares below stop. 

, The above 125 shares were divided as fol- 
ows: 

on certificates of 50 shares each and one 
Oo . 

Will you be kind enough to enlighten me 
in regard to this matter by return mail? 

Ans.—You apparently have a misconception 
of the meaning of the stop order. The stop 
order at 91 does not necessarily mean that 
you will get that price for your stock. The 
idea of the stop order is that when the stock 
sells at 91, your order becomes a market 
order and is sold at the best obtainable price. 
After Republic Steel sold at 91, the best bid 
may have been 90 for the stock, and in that 
case you would have received this for your 
100 shares. We consider that you were for- 
tunate in getting 91 for your 100 shares. 

The 25-share lot would have been sold 
at a price below the 100 share lot on ac- 
count of its being an odd lot. However, the 
price of 8934 would seem to indicate that 
there was a tremendous difference in the 
market, and we believe that the broker should 
make an adjustment, if both orders were in 
at the same time. We suggest that you write 
the broker and ask him to find out from the 
odd lot broker who purchased yeur stock 
what the bid price was at the time your 100 
shares were stopped out at 91. 

The fact that your certificates were 
divided into two 50 shares and one 25 has no 
effect whatsoever on the situation. 

We also advise you to read the articles in 
THe MaGAZINE oF WALL Street under the 
title of “Co-operating With Your Broker.” 
These articles ran in recent issues (now ob- 
tainable in book form) and will give you 
full information regarding stop orders, and 
all othér technical features connected with 
the transaction of stock business. 








MARKET STATISTICS 


Breadth 
Dow Jones Avgs. 50 Stocks (No. 
20Indus. 20 Rails High Low Total Sales issues) 
Monday, July 30........ 92.13 93.48 80.74 80.26 316,200 171 
Tuesday,  aenaeans 91.75 93.57 81.11 80.39 487,700 182 
Wednesday, Aug. 1........ 92.26 93.63 81.02 80.55 249,100 144 
Thursday, ~ \iawenss 92.87 93.84 81.39 80.89 354,700 175 
Friday, ” Besdiavell 92.96 93.95 81.79 81.04 428,900 183 
Saturday, a eee STOCK EXCHANGE CLOSED BY GOVERNING BOARD. 
Monday, a ree 93.85 93.91 82.07 81.44 429,700 186 
Tuesday, nay Ore ee 93.30 94.16 81.89 81.19 400 186 
Wednesday, “ 8........ 91.47 93.28 81.49 80.27 663,400 193 
Thursday, ie 92.23 93.90 81.03 80.25 626,100 183 
Friday, + Pvinaecas 91.90 93.20 80.87 80.12 457,100 174 
Saturday,  lsncseuce 9181 93.26 80.63 80.20 150,400 122 
































War, Not Weather, Governs Cotton 








By RICHARD S. SLATER 





HEN the government condition 
report showed no improvement 
during the month of July, there 
was a sharp advance in cotton 

The professional trades had be- 





prices. 
gun to get bearish and the market was 
somewhat oversold, which fact assisted 
materially in bringing about the advance. 


The weather during the first two 
weeks in August was favorable, on the 
whole; and, with reports of showers in 
Texas came a resurrection of bearish 
sentiment among the professional ele- 
ment. Nothing is more natural than 
that during August it should be a weath- 
er market. August is always the month 
to be feared, and this year the great de- 
terioration that took place during last 
August is still fresh in the mind of 
every cotton man. A crop that can 
hold its 25th of June condition until 
August 25th is not’ doing badly. So, 
although the bears had expected the Gov- 
ernment to show some improvement dur- 
ing July, they took heart again when 
the early August weather failed to point 
to any damage to the growing crop. 

For a time yet a weather market is 
what must be expected. The trade has 
not yet been able to break away from 
old traditions, and during the late Sum- 
mer cotton prices have always fluctuated 
according to the reports of the weather 
in the belt. The weather this month and 
next may alter the size of the crop half 
a million bales and, of course, that is a 
whole lot of cotton. In a market that 


is dull and hungry for news, reports of 
a Texan shower suffice to furnish an 
excuse for an hour’s fluctuation; but it 
does not seem reasonable to expect such 
a change in crop conditions during the 
rest of the growing season as to mate- 
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rially alter the situation. Really, when 
the situation is viewed broadly, it makes 
but little difference whether this crop 
will be 11,500,000 or 12,500,000 bales. 

Some time or other the cotton mar- 
ket—in common with other markets 
is going to wake up to the fact that the 
war has changed all conditions and that 
they will never be the same again. It 
is very hard on the old timers. Many 
business men who have always been con- 
sidered as particularly well posted and 
efficient will be thrown into the scrap 
heap during the next three years because 
they cannot get away from what used 
to be. It is pathetic to see cotton men 
digging , back into the records of the 
past, pouring over the old valueless, saw- 
toothed charts of other years, to hear 
them telling of how right they were in 
the season of 1903 or 1907; when their 
every word and every indicated thought 
shows that they have not the slightest 
conception of the great world changes 
which are going on with such wonderful 
rapidity. However, the cotton trade is 
not an exception in this regard; on the 
other hand, there are as many cotton men 
looking at things broadly as will be found 
in any other walk of life. 

In spite of the fact that just at the 
present time the weather seems to be the 
controlling factor, it must be remembered 
that it is, after all, a war market, and 
not a weather market. It will continue 
to be-a war market until it becomes a 
peace market ; and just now it looks as if 
several crops may mature in the fields 
before that time comes. 

It is not a question of the size of the 
crop this year, as it used to be in the 
old days when the highways of the seven 
seas were all open so that the bales 
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could move to any place where cotton 


was wanted. In the old days the man 
who could make a good guess at the 
number of bales the South would pro- 
duce was considered the wise man in the 
trade; and he was in a position to profit 
as a result of his good judgment. To- 
day it would profit a man but little if 
he knew to a bale what the new crop was 
to be—certainly this information would 
be valueless to him if he made a mistake 


in his judgment as to what conditions. 


are going to be developed by the war. 

The one thing that seems certain is 
that war conditions will bring about the 
largest domestic consumption during the 
next twelve months that this country has 
ever known. It is more than probable 
that before this time next year the cotton 
mills will be appealing to the national 
government to assist them in_ securing 
the labor required to keep their spindles 
and looms working twenty-four hours a 
day in eight, or perhaps six-hour shifts. 
It is quite possible that the Govern- 
ment will have to take over the whole 
Sea Island crop simply to use this long 
staple stuff in the manufacture of a 
special cloth for the wings of flying ma- 
chines and other special war uses. The 
Government has no idea as yet how 





far it will have to go—and no more has 
the trade. 

While a record-breaking domestic con- 
sumption is a certainty, the crop will 
be larger than the needs of domestic 
mills, so the whole matter goes back to a 
question of how much cotton we can give 
a world that is starving for cotton. 

Exports since the first of the new crop 
year have not been as large as for the 
same period last season; but this means 
little. Trade conditions are not normal, 
and the movement is irregular. For the 
week ending August 10 imports of Amer- 
ican cotton at Liverpool totaled 85,000 
bales. The previous week they had been 
only 1,000 bales. 

If England, France and Italy is go- 
ing to be able to get the cotton they will 
be willing to pay almost any price, for 
the crop this season is going to be a short 
one. 

That all shipping will be under Gov- 
ernment control long before the end of 
this cotton season seems a certainty. 

The cotton that this country does not 
have to have will -be exported. 

The trade must forget the showers 
and dry spots ; and remember that, after 
all, this is a war market—not a weather 
market. 








Cash Grain Dominates Markets 





By P. S. KRECKER 





ASSAGE .of the Food Control 
Bill in virtually the shape de- 
sired by the President, has been 
the overshadowing develop- 

ment in the grain markets because cereal 

products more than any other foods will 

be affected. The grain trade has im- 

patiently awaited the enactment of this 

law, because it will end the uncertainty 
which has so long existed and enable the 

Government to determine its policies. 

After these are known, the trade will be 

able to shape its business in harmony. 

’rompt announcement of these policies is 

expected for it is known that Herbert C. 

Hoover, the President's choice for food 

controller, has determined already what 








steps should be taken. The understand- 
ing is that he will buy up grain under 
the authority vested in the Government, 
which plans to usurp the place hereto- 
fore held by those middlemen who an- 
nually purchase grain from farmers and 
then store it and distribute it according 
to the requirements of consumers. This 
private-machinery has always served a 
useful end by stabilizing values, but with 
the advent of the war and short crops 
it has failed lamentably because of the 
greed of individuals who could not resist 
the temptation to hoard instead of distrib- 
ute. It is planned now for the Govern- 
ment to perform the function of middle- 
man and to stabilize values, but the Gov- 
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ernment is likely to go further and to 
regulate distribution so as to prevent in- 
dividual mills from buying beyond their 
needs. A fixed policy of regulation prob- 
ably will find its fullest development in 
the wheat markets because it is in these 
that the greatest necessity for control ex- 
ists. What the policy of the Govern- 
ment will be regarding the utilization 
of future contracts is problematical, It 
would not be surprising should trading in 
wheat options be stopped entirely. With 
a minimum price established for the pro- 
ducer, he will not require a hedge market 
to protect himself. Whether mills will 
need hedge privileges also may be 
doubted, as the Government may be ex- 
pected to apportion wheat fairly so that 
all mills will receive their proportionate 
share. .In the case of corn and oats, 
there is less necessity for such strict 
regulation as is planned for wheat be- 
cause of the large prospective supplies, 
and it is possible that the future markets 
will be held open for trade purposes. 
August Grain 
In one vital respect the August grain 


crop report differs from those which have 
preceded it. That is in its finality. The 
public can reckon with almost absolute 
certainty that the August forecast will 
be realized within a comparatively few 


bushels. Whereas the June and July 
forecasts are merely tentative and can be 
changed greatly by climatic conditions 
which follow them, the crops shown Aug. 
1 are virtually made. Some latitude must 
be allowed for weather damage in the 
case of corn and also, to a lesser degree, 
in that of Spring wheat, but even these 
crops are so well advanced that this mar- 
gin of danger is comparatively small. 
Lack of sufficient rain this month would 
dwarf the ears and thus reduce the yield. 
Farmers must also reckon on the possi- 
bility of damage from early frost. But, 
taking into account the possibilities 
named and allowing for losses yet to 
come, the chances are all in favor of vir- 
tual realization of the Government’s Aug. 
1, forecast. Since, then, we know what 
our grain yields will be, it is opportune 
to compare them with those of the pre- 
vious season. 

Little that is new has been added to 


our stock of crop knowledge by the re- 
port. The main point about it is that 
it confirms to quite a close degree pre- 
viously conceived ideas what the yields 
would be. A corn crop larger than any 
ever grown before is virtually assured. 
The indicated yield is 3,191,000,000 
bushels, an increase over last year of 
608,000,000 bushels. The oats crop of 
1,456,000,000, now assured, will be 204,- 
000,000, bushels*larger than that of last 
season. As expected, wheat shows poor- 
est promise with a net gain from com- 
bined Winter and Spring crops of only 
13,000,000 bushels.. The combined net 
increase in the grain harvests of the three 
principal crops this season over last year’s 
yields, therefore, is 815,000,000 bushels. 
It is probable that foreign requirements 
of wheat will be 40 per cent larger this 
season than they were last year, while 
exports of corn and oats may be double 
those of the previous season. Neverthe- 
less, the big increase in our crops will go 
far towards meeting this extra demand if 
the distribution is scientifically managed 
and hoarding is prevented. But the infer- 
ence should not be drawn from this prob- 
able situation that prices will decline. 

In the markets the feature has contin- 
ued to be the strong cash position of all 
grains. Attention is riveted on the prices 
which new crop grains command. In the 
case of wheat it was expected, owing to 
the known shortage in both new and old 
grain, that prices would be maintained. 
The fixing of a minimum of $2 a bushel 
for new wheat on the farms assured 
the trade of a high level of prices, so 
that no surprise is felt that new wheat 
should bring nearly $2.50 a bushel in the 
Chicago market during the height of the 
Winter wheat movement. But in the 
case of corn and oats, bears have had a 
disagreeable surprise. Corn from the 
new crop, for December delivery, is re- 
ported to be selling in the West for $1.50 
a bushel, or nearly 25 cents above the 
maximum fixed by the Chicago Board of 
Trade, for the December option. 

This is an intimation that the bearish 
predictions recently freely made that new 
corn will be selling freely below a dollar 
a bushel in the Fall are not likely to be 
realized. 





